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Jffie Klerk accuses ANC of sabotaging talks 


. .B^iilHdraet Holmon and Philip. . 
(^iwttti ^ Johannesburg 

; 5€ffim*A?WeAN President FW' 
^de’Kie^’ last night accused the 
jiafBewt-jMaHoitfZ. Congress of. 
■'^a^t^BiBS'thetKace process in a 
aatibnaHy broadcast speech 
?^which dashed hopes of an earl; 

' issofcdion. of.the country's pohti- 
'■cal crisis; 

^^Mj^de^iUerk, delivering the 
^government's response to ARC 


demands which it says- must be 
met before stalled constitutional * 
negotiations can recommence, 

- accused the ANC of “fa bri ca t i n g 
an artificial crisis’'.-.: 

- He said the reasons given by 
the ANC for withdrawing last 
week from negotiations for a 
post-apartheid constitution were 
"completely runconyincing’’. 

The ANC’s' withdrawal, 
sparked by the massacre last 
month of 42 people at Botpaiong 


near Johannesburg, was in pro¬ 
test against government intransi¬ 
gence in talks and continuing 
violence. 

Mr de Klerk said the ANC 
wanted to achieve the seizure of 
power through mass mobilisa¬ 
tion. He said the government 
would not tolerate such efforts 
and would “take all steps neces¬ 
sary for preventing the country 
from sliding into anarchy”. 

Mr Hern us Kriel, law and order 


By Michael Prows* *' 
tri Washington and . 

Pater Norman In London 

•THE., US. "FederaL Reserve 
yesterday responded swiftly to 
fiesh-signs of economic' Weakness 
%> catting--the discount rate by 
half a , pqrceHtgge "point to 3 per 
cent, the lowest level smce 1963. 

The move Jdame - shortly: after. 
the' -Commerce Department 
reported-aS: unexpectedly sharp 
rise in the unemployment rate 
lart-iafthfli - from 7.5 percent to 
7J& per.-centi the. highest . level 
since j&8£Therteemi the jobless 
rate, could be a' severe pofitical 
emharjassihent for. President 
George Bash, wboyestenfay .wel- 
- corned the . Fed’s -move hut con-, 
ceded .;ti^. rfecbVHry { ; was hot as 
:lOfeS as^he^had-tHfpsd.' \£>- 
■ ^HsetlfeS 1 aisdstaialled ?r-BalL 


point cut from 3.75 per cent to 
3.25 per cent in the overnight fed¬ 
eral funds rate, the rate at which 
- banka lend.to. each other. Lead¬ 
ing commercial hanks reacted by 
'rutting their prime lending rates 
from 6.5 per cent to 6 per cent, 
the lowest level in : nearly two 
decades. The prime rate-influ¬ 
ences the cost of n wide range of 
consumer and business loans. 

' Bond. prices surged on. Wall 
...Street. By early aff^moon the 30 
year long bond was up by l'/« 
points, pushing the v yield down to 
7.6 per cent. The-Dow Jones 
Industrial Average, after surging 
’. in previous days, retreated 1552 
. points to 3539.65, reflecting dis¬ 
may at the poor employment fig- 
. ures. The employment news ini¬ 
tially pushed the dollar down by 
. 2 .pfennigs to a 16 month tow of 
-DM1.4995. However, it-later 
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recovered in European trading to 
close in London at DM1.5135 
Against .Wednesday's close of 
DM15170. 
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government warns 
$ over road chaos 


By Alfo* Rawsttiom In Parte and 
Be than Hutton In London . 
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THE French government 
yesterday, stepped up its efforts 
to end the lorry drivers', dispute 
as many main roads, remained 
blocked, causing shortages.of 
food, fuel and medicaT supplies 
across the country. 

Mr Pierre BGrfigovoy, the prime 
minister, warned the truckers, 
who are protesting against new 
rules to curb dangerous driving, 
that their licences would be 
suspended unless the, roadblocks 
were removed. - 

Peugeot, the' car company, 
blamed the dispute for its deci¬ 
sion to temporarily lay off 12,000 
workers at a factory in Soehaux-i 
Montbfliard, because of a parts 
shortage;. 

In Britain, Peugeot Talbot, its 
UK subsidiary,- said it had been 
Forced to cancel a day's produc¬ 
tion at its -two assembly plants 
near Coventry because of serious 
disruption in the supply of parte ■ 
from France'. 

: Workers on last night's shift 
and -today's shift were told to 
stay: at home on full pay. The 


company said production was 
expected to resume on Monday. 
-In France, petrol rationing 
started at some filling stations in 
Paris, Toulouse, Salnt-Etienne 
and Lyons. Hundreds of tourists 
were trapped at Channel ports 
and at the borders with Spain. 
Italy, and Germany. 

Seven police and one demon¬ 
strator were injured when police 
charged a demonstration by 
truckers and other worker* at 
Cherbourg. - 

The government Is today 
launching a special committee of 
inquiry into the new rules, 
whereby French motorists are 
awarded six points on their 
licences and lose points if they 
commit driving offences. Any 
driver losing all six points auto¬ 
matically forfeits his licence. The 
truckers say they should be allo¬ 
cated extra points because, as 
professional drivers, they spend 
longer on the road. 

Mr Berdgovoy said the lbny 
drivers could make their-case to 
the committee, providing the pro¬ 
test-stopped. “We cannot negoti¬ 
ate while milli ons of tourists and 
millions of French people are 


being held hostage,” he said. 

The government yesterday 
made a concession, however, say¬ 
ing that information on speed 
and driving time contained in the 
"black boxes” installed in their 
cabs would not be used as evi¬ 
dence for alleged driving 
offences. 

The authorities had limited 
success in persuading lorry driv¬ 
ers to remove roadblocks. A bar¬ 
ricade of 8Q0 lorries cm the A6 
motorway south of Paris dis¬ 
persed yesterday morning and 
roads in Brittany were clear by 
lunchtime. 

But truckers stepped up the 
dispute in other areas, concen¬ 
trating on specific targets such as 
petrol depots. Two of the biggest 
depots in the Parisian region, at 
Val d'Oise and Gennevilliers. 
were sealed off by lorries. 

Britain's Freight Transport 
Association described it as the 
“worst blockade ever experi¬ 
enced”. There were reports of 
French nationals tampering with 
vehicles and turning off refrigera¬ 
tion motors, said Mr John Hix, of 
the FTA’s international depart¬ 
ment 


ban* . SddO 
Sttraa DinlJOO 
fiatfum BMC 
Cjwvs CE1JOO 

Cater-. - -KesS 
ammo* 0K< 14 
%pc eyas 
F-awd WTO 
f** Ffisw 
G*m*iv 0M330 
Gate* 0*250 


Hungary - R«2 
tcofcrvj' HOiM 
fextfa K*2C 

tadonew RpSBOO 
isiaa) . SMiSmr 

. Italy. ; usoo 

Jordan JPUtf 
Kmu Won 2500 
Kuwait FOajOO 
'LBtanoa USJT-25 
i int LFjSD 


MM unOJO 
Morocco MOttH 
Udtft H 450 
Mgtria 

Nonww NKri&QO 
Oran Ofil'20 
FUictan Rs35 
PhiCppuHs PeoO 
Poland znamo 
PDrngM E»**> 
Osar ORItUM 


SArtUl SR900 
SJngaponr SSiW 

sum pnsoo ■T* „ 

Swtetn SKTM ®«PtenN««- 

S&3M htermHonal Nowfl^.. 

Ttdm BhtfO AuarianNBW- 

TtmrMS OtolJOm . World Trad* ittws- 

TurWay IW iflCMftas-— 

UAE OMJ» WBrtt#r --- 

Lea _—- 


CONTENTS 


■ Loader Page„ 

_2 Utters-;— 

_.,.S Management _ 

...45 Odaerver- 

_3 Tadtookw — 

„1fi FT Law Rsport 

_ 16 People -- 

„ 16 Art*-- 

TV and Radio ». 


Crossword-—.—40 FTWorid ActuarlW-—44 Wall Street-41-44 

—15 C o u ip a nla a Fbraign £uAanges—« Bourses_4i.44 

~.1D UK_ 22^25 SOW Markets- 32. 

_15 InU. Cap Mfcn——2H21 Equity Options .... _21 Smvey* 

_IT; Igg. Companies->.-2440 Managed Fundi_36-40 M Corporate Finance 


-12 Matib Money Maritas-40 B The PrlvaBsalion 0 < 

^»-_„t 2 Commodltias_-32 Racam bsues __31 

KTAcwariee-33 ShareIntoironon w.35.44 Eastern Europe 

_ 13 Property Wariwt -0 LortdonSE --33 fSeparere aecuonai 


minister, said later, however, 
that the government had not at 
this stage considered imposing a 
national state of emergency. 

Mr de Klerk kept open the pros¬ 
pect of continuing talks with the 
ANC in an effort to find common 
ground on ways to end political 
violence, the issue which led to 
the current stalemate. 

There was no immediate 
response from the ANC. but it 
had rejected an earlier offer of 


talks saying it was not prepared 
to meet the government until it 
met terms set out last week. 
These included an international 
inquiry into the Boipatong mas¬ 
sacre. 

Mr de Klerk offered to consider 
the creation of a joint monitoring 
body to deal with violence, in 
which the international commu¬ 
nity might play a role in a 
“observer capacity" - well short 
of what the ANC has demanded. 


The ANC has alleged that gov¬ 
ernment security forces were 
implicated in the attack: The gov¬ 
ernment denies the accusation, 
and police yesterday announced 
further arrests of residents of a 
nearby hostel, a stronghold of 
Chief Mangosuthu Buthelezi's 
Inkatha Freedom Party, ANC's 
main black political rival. 

A tough nut to crack. Page 6 
Editorial comment. Page 14 



Maastricht goals can be achieved on time, he tells FT 

Delors 
says he is 
treaty 
scapegoat 


By David Buchan and David 
Marsh hr Brussels 

MR JACQUES DELORS last 
night protested at the way he had 
been blamed for the problems 
surrounding the Maastricht 
treaty and professed confidence 
that the treaty's goals would be 
achieved on schedule. 

In an interview with the Finan¬ 
cial Times, the European Com¬ 
mission president said; "1 have 
become a scapegoat now. But 
when everything works people 
forget about me." 

Mr Delors predicted that the 12 
EC states would only be able to 
reach agreement on future Com¬ 
munity financing on the basis of 
his compromise plan. 

He strongly pressed the case 
for a large increase in aid for 
poorer EC countries to boost 
growth and help avoid a "defla¬ 
tionary** run-up to monetary 
union by thq end of the decade. 

This was one of two key ele¬ 
ments in bis compromise, which 
would have let richer states 
stretch out a 30 per cent'increase 
in overall contributions to the EC 
budget over a longer period, pro¬ 
vided they fulfilled their particu¬ 
lar commitment to the less 
well-off countries. The absence of 
this commitment at the Lisbon 
summit sparked anger from 
Spain and led Mr Delors to with¬ 
draw his compromise. 

Although Mr Delors said his 
proposals at Lisbon were not 
final, he saw little alternative to 
the next summit in Edinburgh in 
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G7 likely to 
reject Soviet 
N-plant fund 


By Peter Norman in London 
and Quentin Peel In Bonn 


HOPES are fading of reaching 
agreement at next week's G7 
world economic summit on a 
special $700ra emergency aid 
fund to make safe 57 Soviet- 
built nuclear reactors in east¬ 
ern Europe and the former 
Soviet Union. 

Instead the seven industria¬ 
lised nations are expected to 
decide on pressing ahead with 
bilateral programmes co-ordi¬ 
nated through the Group of 24 
in the OECD. 

That should go some way to 
meeting Chancellor Helmut 
Kohl's desire for H concrete 
action" to tackle what is seen 
in Germany as the single great¬ 
est threat to humanity from 
the collapse of the Soviet 
empire. 

A G7 working group had rec¬ 
ommended $700m to close, 
overhaul or re-equip a total of 
57 Soviet-built nuclear reactors 
in operation, and a further 33 
under construction. 

The most urgent action is 
required at 15 Chernobyl-type 
RBMK reactors, and 10 WER 
440/230 reactors, ail of which 
“should be shut down as soon 
as possible", according to the 
recommendation to the G7 
leaders. Upgrading should be 
feasible at 32 more modem 
pressurised water reactors. 

The fund foundered on 
strong US and Japanese resis¬ 
tance to a joint exercise, and 
doubts in Washington about 
allowing the European Bank 
for Reconstruction and Devel¬ 
opment to coordinate it 
• Mr Horst Kohler, state sec¬ 
retary 3d the German Finance 
Ministry, yesterday outlined 
the “phased programme” of 
support for Russian economic 
reform to be offered to Presi- 


The Russian authorities have 
finally decided to stick to their 
initial plan of letting market 
forces determine a unified 
exchange rate for the rouble, 
writes Leyla Boulton from 
Moscow. 

The change of heart - 
which follows last-minute 
arguments within the govern¬ 
ment and with the Interna¬ 
tional Monetary Fund - 
strengthens the government's 
campaign to reaffirm its com¬ 
mitment to market reforms 
ahead of President Boris Yelt¬ 
sin's meeting with G7 leaders 
next week. It also clears the 
way for an agreement with an 
IMF team, currently in 
Moscow, for a Slbn loan, for 
which a unified exchange rate 
was a condition. 


dent Boris Yeltsin at the G7 
summit 

In the first phase, the club of 
western creditors would agree 
on debt rescheduling, and the 
IMF would advance a first Slbn 
credit tranche, in exchange for 
“an agreement or a declaration 
of intent" from the Russian 
government on precisely how 
it intended to reduce its budget 
deficit and bring inflation 
under control. 

The second phase would 
involve the foil IMF standby 
programme, which would inev¬ 
itably take longer to negotiate. 
Only once that was in place 
would the west make available 
the promised $6bn rouble stabi¬ 
lisation fond as a third phase. 
A senior US official said Wash¬ 
ington “wants to get this going 
bilaterally, because it will get 
money flowing. It would take a 
year if it were done in a 
bureaucratic way." 

A move away from meltdown. 
Page 14. 


Vote in Senate 
backs Amato 


By Haig Slmonlan from Milan 


ITALY'S new government led 
by Mr Giuliano Amato passed 
its first parliamentary test yes¬ 
terday by comfortably surviv¬ 
ing a vote of confidence in the 
Senate, the upper house, 

The decision came at the 
same time as renewed specula¬ 
tion against the lira in the for¬ 
eign exchange markets, caus¬ 
ing Bank of Italy intervention 
in support of the currency 
against the D-Mark, and the 
seventh consecutive day of 
losses on the stock exchange. 

The Senate motion, which 
has to be followed by a vote in 
the lower house, due tomor¬ 
row. confirmed Mr Amato's 
government had foiled to gar¬ 
ner support beyond the four 
parties forming the previous 
coalition. 

The government won back¬ 
ing from 173 of the 313 senators 
present, 16 votes more than the 
minimum majority required. 
But while Christian Demo¬ 
crats, Socialists. Soda! Demo¬ 
crats and Liberals supported 
Mr Amato, he was opposed by 
all the other parties, confirm¬ 
ing the difficulties the new 
government will face in pass¬ 


ing tough legislation to tackle 
Italy’s budget deficit and to 
introduce institutional 
reforms. 

Doubts about tbe govern¬ 
ment's ability to meet the chal¬ 
lenges. particularly on the eco¬ 
nomic front, have triggered a 
renewed lack of confidence in 
the financial markets, height¬ 
ened by devaluation tears. 

Mr Amato’s choice, 
announced on Sunday, of min¬ 
isters at the key Treasury. 
Finance and Budget ministries, 
has evoked mixed feelings in 
financial circles. Dealers have 
been concerned that the 
appointments, particularly of 
Mr Piero Banted, a banker, at 
the Treasury, represent neither 
tbe high-profile technocrats 
nor the experienced political 
heavyweights that many 
believe are essential to push 
through the unpalatable mea¬ 
sures required. 

Addressing the Senate, Mr 
Amato indirectly rejected 
rumours of an impending 
devaluation and said the new 
economics team would be at 
work from Sunday tackling the 
two immediate priorities of 
fi ghting inflation and keeping 
the lira steady. 


Milan Panic plans return to Yugoslavia as prime minister 


Carrington on way to Sarajevo 


By Robert Mauthner, 
Diplomatic Editor, 

Laura Sllber in Belgrade and 
David Buchan In Brussels 


LORD Carrington, chairman of 
the European Community’s 
sponsored peace conference on 
Yugoslavia will today travel to 
the besieged Bosnian capital of 
Sarajevo where he will hold 
talks with representatives of 
the republic’s three ethnic 
communities. Moslem, Serb 
and Croat leaders have agreed 
to a meeting to dismiss the pos¬ 
sible resumption of peace 
talks. Lord Carrington said. 

Officials said Lord Carring¬ 
ton would meet separately 
with President Alija Izetbe- 
govic of Bosnia. Mr Radovan 


Karadzic, head of the Serb 

irregulars who have besieged 
Sarajevo for the past 88 days, 
and unnamed Croat represen¬ 
tatives. 

Sporadic fighting was 
reported in the capital yester¬ 
day as the first of 1,000 Cana¬ 
dian peace-keepers arrived to 
secure the airport. 

The Pentagon said US mili¬ 
tary cargo planes would begin 
hu manitarian fli ght* from Ger¬ 
many to Bosnia today, joining 
an international relief effort 
for the besieged capital 

UN secretary-general, Mr 
Boutros Boutros Ghali, said 
yesterday some 1500 French, 
Egyptian and Ukrainian troops 
will be sent to secure Sarajevo 
airport and take part in other 


peacekeeping activitim in the 
Bosnian capital. Mr Boutros 
Ghali, said the troops would 
eventually replace Canadian 
forces. 

In Vienna, Mr Roland 
Dumas, the French foreign 
minister, called for more UN 
troops to reinforce its peace¬ 
keeping efforts in former Yugo¬ 
slavia and for increased 
humanitarian aid to the 
besieged Bosnian capital. 

The European Commission 
yesterday pledged a further 
Ecus 120m in aid to help refu¬ 
gees In the Yugoslav civil war. 
and said that by the end of this 
month it would have stock¬ 
piled nearly 6,000 tonnes of 
food in Zagreb for eventual 
transport to Sarajevo. 


Today the Commission will 
chair a meeting of officials 
from the Group of 24 industrial 
lised donors in Brussels, to try 
to organise a total of $300m 
worth of food and medical sup¬ 
plies needed to tide the Bos¬ 
nian capital over until Septem¬ 
ber. . 

- Meanwhile, an American 
businessman bom In Belgrade 
yesterday confirmed .he would 
return to Yugoslavia to become 
prime minister after Serbian 
President Slobodan Milosevic 
survived a wave of anti-govern¬ 
ment protests. 

Mr Milan Panic, the chair¬ 
man of the ICN pharmaceuti¬ 
cals company in .the US, said in 1 
Washington yesterday that 
“his first goal was to stop the 


fighting fn his homeland and 
work for lasting peace". 

Serbia appears to be banking 
on Mr Panic to get the UN 
sanctions lifted and rescue 
Serbia from its International 
isolation. But diplomats based 
in Belgrade said sanctions 
would, not be lifted until there 
was a changeof policy. 

“It is extraordinarily naive to 
believe that the sanctions w31 
be lifted just because of Panic. 
The world will stick together 
on that," mid the diplomat. 

. Mr Panic is supported by Mr 
Milosevic whose ability to 
rernain in power and shrug off 
opposition has again been con¬ 
firmed in the past few days. 


Bush says 
N-weapons 
outside US 
withdrawn 


THE US has completed its 
promised withdrawal of all 
ground and naval tactical 
nuclear weapons based outside 
the US. President George Bush 
said yesterday, Reuter reports 
from Washington. 

Nato said the. US had 
informed it “of the withdrawal 
from Europe of its land-based 
•stockpile of nuclear artillery 
shells, Lance missile warheads 
and naval nuclear depth 
bombs". The withdrawal 
included short-range nuclear 
weapons kept on US ships and 
attack submarines. 3 


Aid for Bull 


Observer, Page 15 


OECD raps Poland’s 



By Judy Dempsey, 

East Europe Correspondent 


POLAND will be unable to 
reap the successes of its radical 
economic reform programme of 
1990 unless it controls the bud¬ 
get deficit, defines property 
rights, and attracts savings 
and investment in order to cre¬ 
ate a viabty capital base, 
according to the Paris-based 
Organisation for Economic 
Co-operation and Development 

In its first report on Poland 
the OECD praises the Polish 
authorities for pushing 
through several far-reaching 
reforms in 1990. These had the 
effect of eliminating shortages, 
converting the doty, liberali¬ 
sing trade, opening up the pri¬ 
vate sector, and bringing infla¬ 
tion down from GOO per cent in 
1969 to an annual rate of 
around 40 per cent in 1991-1992. 

Yet despite this ambitious 
and courageous pro¬ 
gramme - the first to be 
Implemented in eastern 
Europe - the OECD says suc¬ 
cessive governments have 
foiled to build on 1L 

They have foiled to introduce 
reforms to contain the budget 
deficit, which was 3.8 per cent 
of gross domestic product last 
year and will be about 5 per 
cent in 1992. Attempts to 
reduce the deficit the OECD 
says, have been hindered by 
delays in reforming the tax 
system, as well as overhauling 
public expenditure. 

"Certain expenditure pro¬ 
grammes - pensions and hous¬ 
ing in particular - contain 
within them powerful expan¬ 
sionary pressures... Further 
strong measures on both 
expenditures and revenues are 
likely to be necessary in 1992 
and beyond." 

The report also criticises cur¬ 
rent legislation on property 
rights for creating “consider¬ 
able uncertainty". It cites the 


existence of at least 50 differ¬ 
ent laws, ranging from legisla¬ 
tion governing agricultural 
land transfer, to urban land 
taxation. Foreign investors will 
continue to shy away from 
Poland until they are assured 
of ownership, use, and transfer 
rights in property, it warns. 

The issue of property rights 
- and restitution - has 
affected the pace of privatisa¬ 
tion. The OECD praises the 
mass privatisation programme, 
which seeks to transfer owner¬ 
ship of 400 enterprises to 
investment funds whose own¬ 
ership will subsequently be 
vested in the population 
through a share distribution. 
But delays and interference by 
the bureaucracy are hindering 
its implementation. 

The Polish government is 
also taken to fawk for faffing to 
tackle the problem of enter¬ 
prises obtaining soft loans 
from other enterprises, or from 
banks. The persistence of this 
trend, typical of post-commu¬ 
nist economies, coupled with a 
failure to adapt to market con¬ 
ditions, has meant that a third 
of Poland's 8.200 state-owned 
enterprises have reported pre- 
and post-tax losses in late I99L 

The failure to apply bank¬ 
ruptcy proceedings, ami short¬ 
comings in banking supervi¬ 
sion. have hindered enforcing 
financial discipline on state- 
owned companies. 

If the Polish authorities 
tackle these problems, foreign 
investment is likely to start 
flowing into the country. But 
the OECD warns Warsaw 
about the need to reassure 
investors on another leveL 

“What is n ee ded, above all, is 
the confidence of the investors, 
which is fostered by stable 
'rules of the game’, consistency 
in carrying through stabilisa¬ 
tion policies, and a minimum 
of bureaucratic intervention in 
investment decisions." 



Brussels yesterday approved 
FFr6.6bn (£670m) in French 
government aid for Bull, the 
loss-making computer com¬ 
pany, on the ground it would 
help mak e the company viable 
without giving It an undue 
boost over competitors, writes 
David Buchan from Brussels 
and Alan Cane. 

The European Commission 
-decided France's FFr4bn injec¬ 
tion of capital In Bull, coupled 
with a FFr2.6bn R&D grant, 
constituted a state aid Brussels 
is empowered to control. Bull's 
plan to close seven factories, 
and new link-ups with IBM and 
NEC of Japan, “makes it rea¬ 
sonable to expect the company • 
can become profitable without 
complementary aid", the Com¬ 
mission said. 


Brussels posts 


Brussels' cyclical game of 
musical; chairs is under way, 
w it h the announc ement yester¬ 
day that Mr Karel Van hfiert 
will take over responsibility for 
foe environment, until Rome 
names a commissioner to suc¬ 
ceed Mr Carlo Ripa di Meana, 
appointed environment minis¬ 
ter in Italy's new cabinet, 
writes David Buchan from 
Brussels. 

In 1989, Mr Van Miert ended 
up with transport and con- 4 
sumer protection, but he may 
get environment In the next 
Commission. Most govern¬ 
ments are. expected to keep 
their present commissioners. 
But Mr Ionnis Palalokrassas, 
Greek finance minister, will 
replace Ms Vasso Papandreou, 
who has run social policy. 


Spain reform 


President Lech Walesa yesterday refused to 
accept the resignation of prime minister desig¬ 
nate, Mr Waldemar Pawlak (above), to give him 
more time to build a p a rli a m entary majority 
for his still unannounced coalition cabinet, 
writes Christopher Bobinski in Warsaw. Mr 


Pawlak (32), FoUsh Peasants' party leader, yes¬ 
terday offered to step down after failing to 
agree with three pro-market groups, the Demo¬ 
cratic Union, the Liberal Democrats, and the 
PPG, a business lobby, on the make-up of the 
gove rnme n t . 


EC nationals living in Spain 
could' stand for municipal dec- . j 
tions as earl; as October under 
a reform paving the way for 
Spain’s ratification of the 
Maastricht treaty, officials said 
yesterday. Rente: reports. . 

The government will seek a “ * 
special session of parliament to t .. 
ratify the constitutional l;; 
change. The tribunal recora- 
mended against holding a ref- *3; 
erendum on the amendment. ~' 
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Kurdish attacks follow Turkish security extension 


By John Murray Brown 
recently in south east Turkey 


KURDISH separatists killed six 
villagers in attacks on two vil¬ 
lages yesterday. 

The villages came under 
attack for their apparent loy¬ 
alty to the Turkish govern¬ 
ment, according to load offi¬ 
cials quoted by news agendas. 

The attack adds to the 
escalating violence in recent 
weeks and follows last week's 
decision by the Turkish parlia¬ 
ment to extend the state of 


emergency in the Kurdish 
region. The vote, 222 to 36, is 
clear backing for the security 
forces on policy towards the 
country’s Kurdish minority 
and puts paid to prime minis¬ 
ter Suleyman Demirel's reform 
programme aimed at winning 
back moderate Kurdish opin¬ 
ion. 

Mr Demirel's approach envis¬ 
aged a diplomatic and military 
offensive against the rebel 
Kurdish Workers Party (PKK), 
at the same time as economic 
and social reforms for the 


impoverished south-east 
region. On both counts, west¬ 
ern diplomats say the prime 
minister is behind. • • 

His first 200 days in office 
have seen an increase in the 
number of deaths in police cus¬ 
tody and an unprecedented 
escalation in the fi ghting 
According to Mr Unal Britan 
the super vali, the senior gov¬ 
ernment o ffi ci al in charge of 10 
emergency provinces, in the 
last two months morethan 200 
PKK rebels have been killed in 
clashes. Over the same period. 


around 90 security personnel 
have died. 

On paper, tills corresponds to 
the hi ghest m<w>thiy death ton 
since the troubles began in 
1961 But the military has an 
interest in inflating the casu¬ 
alty figures. Firstly, by-exag¬ 
gerating the rebel threat the 
military serves to justify, its 
own heavy handed tactics. In 
addition thegenerals may have 
their eyes on a number of key 
military procurement contracts 
for helicopters and nighf-eigixt-. 
ing equipment 


- The military also has a stake 
in . seeing the government's 
human rights reform delayed. 
The. draft currently awaits 
President Ozal’s signature. 
Legislators have already nmfe 
a ^special case for the south 
east where a 16 day 'maximum 
detention - period is to be 
applied for those suspected of 
terrorist crimes, twice the 
period elsewhere. ? ■ 

- -Human rights activists have 
long urged a reduction in the 
^detention period/as a way to 
;ctimbat the problem, of torture, 


seen as a.blight on Turkey’s 
Image abroad. 

. The government takes heart 
from having thwarted a popu¬ 
lar uprising which the PKK 
threatened following Newroz 
the Kurdish New Year. But the 
repression that ensued bad its 
cost 

' According to local officials in 
Simak, where the PKK came 
close to overrunning the town, 
mound 5,000 people have fled 
since the disturbances either to 
join the rebels or across the 
border into Iraq. 


Tokyo looks for closer ties with a stronger 



J APAN and the European 
Community are both 
searching for a world role, 
and in this quest there is much 
they can do jointly to help 
each other. 

This is the broad background 
to tomorrow's summit in Lon¬ 
don between Prime Minister 
fOichi Mlyazawa, Prime Minis¬ 
ter John Major, the new presi¬ 
dent of tbe European Council 
and President Jacques 
Delors of the European Com¬ 
mission. 

The EC is. in timely fashion, 
heading towards its “single 
market", and with the Maas¬ 
tricht treaty, towards a real 
economic ami monetary union, 
as well as the embryo of a 
political union enabling possi¬ 
ble common foreign and secu¬ 
rity policies. 

The road to this goal may be 
arduous and foil of ups and 
downs, as Denmark's recent 
rejection of Maastricht clearly 
showed. But the EC has no 
choice but eventually 
to succeed in its titanic 
enterprise. 

We Japanese are confident 
that in spite of the strong res¬ 
ervations and sensitivities on 
the part of many Europeans 
about abandoning their respec¬ 
tive national sovereignties, 
most of Europe’s political, eco¬ 
nomic and intellectual leaders 


On the eve of tomorrow’s Japan-EC summit in London, 
Mr Tomohiko Kobayashi, the Japanese ambassador to 
the EC, gives his personal view of relations between the two 


know this road is the realistic 
way of coping with serious 
challenges in the world of 
today and tomorrow. 

They surely know that, only 
with the unification of Europe, 
can they be responsible leaders 
in managing world affairs and 
contributing to the stability 
and prosperity of others as 
well as their own. 

This explains why so many 
European countries (even, 
most recently, Switzerland) 
have applied to join the Com¬ 
munity. 

Japan, too, is in search of a 
new role to play in this rapidly 
changing and highly unstable 
world. In the Asia-Pacific 
region, Japan intends to be a 
political stabiliser and stimula¬ 
tor of the regional economy. 
Worldwide, she is actively join¬ 
ing with her partners in the 
Group of Seven (G7) to manage 
mqjor economic and political 
problems. Japan is even giving 
aid to Russia, which still con¬ 
tinues illegally to occupy part 
of her territory. 


But we know very well that, 
however economically power¬ 
ful she may have become, 
Japan alone cannot assume 
heavy leadership responsibil- 
ties. In economic affairs, the 
world system rests essentially 
on a triangle described by the 


We need to consult 
each other more, not 
only on aid to 
Eastern Europe 


EC, Japan and the US. But we 
have to recognise that one side 
of this triangle - tbe EC-Japan 
relationship - is, or at least 
used to be, much weaker than 
the other two. 

Fortunately, both the EC 
and Japan have awakened to 
the need to change this. So, 
they agreed on July IS, 1991 
to a joint declaration, inaugu¬ 
rating formally the new era 
of “sound competition and 
constructive co-operation* 


between the EC and Japan. 

Since then, we have stepped 
up our dialogue with the EC in 
many areas ranging from 
nuclear energy, science, tech¬ 
nology, telecommunications, 
industrial management, to 
development aid and protec¬ 
tion of tropical forests. Of 
increasing Importance is our 
“political dialogue" with the 
EC, in regular meetings 
between foreign ministers and 
their leaders. Tomorrow's 
meeting win be the second of 
what are now to be regular 
annual summits. 

I ndeed, we need to consult 
each other more, not only on 
aid to Eastern Europe and the 
Commonwealth of Independent 
States but also in other areas. 

Japan welcomes the EC’s 
growing political role in the 
world, and wants to impress on 
the EC the need to consider the 
problems of security world¬ 
wide, paying more attention to 
North East Asia and the Asia- 
Pacific region. The EC should 
understand that, while commu¬ 


nist totalitarian reg imes have 
disappeared In Europe, rem¬ 
nants of Stalinism are still 
strongly present in Asia, as 
evidenced by continued Rus¬ 
sian occupation at our north¬ 
ern territories. 

We wish to see the EC more 


We cannot find any 
quick remedies to • 
file structural trade 
imbalance problem 


involved in oar region,-and as 
a first step, we welcome the 
EC’s involvement in our efforts 
to arrange international help 
for Mongolia and Cambodia. 

Noticeable progress has been 
made in promoting business 
cooperation between the Keid-‘ 
amen and Unice, the employ¬ 
ers' federations of Japan and 
Europe, as well as at a sectoral 
level in consumer electronics 
and cars. . . . .. 

. Two-way investment is 


increasing, particularly by. EC? 
companies in Japan, though it 
is still small ($3.5bn at end- 
1990) compared to Japanese 
investment in the EC (S59-7hn 
by mid-1991). Japanese manu¬ 
facturers are doing their best, 
to become welcomed as“corpo- 
. rate citizens" of Europe, contri¬ 
buting to employment ' and ■ 
technological progress. - 
But one serious .problem 
remains - the trade Imbal¬ 
ance. After marked improve¬ 
ment in thB late 1980s. the EC’s 
trade deficit with Japan began 
to Increase again, mainly due - 
to Japan's economic slowdown - 
and Germany’s unification 
boom. - 

In 1991, the imbalance' 
amounted to around $30bn, 
although Japan imports more 
per capita ($260) from the EC 
than the Cmnnmnfty.lrays pm 
capita ($ 180 ) from Japan.- 
In the conclusions recently 
adopted by the EC Council <u - 
Iflnisters, tbe European Com- 
munity has placed this prob-- 
.ion in a balanced global coet 


: -text Our headache is that, 

: with: the best of intentions and 
..efforts, we cannot find any 
quick and ahort-tmin remeffies 
. to what is largtiy a structural 
problem. 

The Japanese government is 
Jfcdng its utmost to ease the 
problem' 'by .taking fiscal 
measures to bowt domestic 
.demand, by. introducing new 
incentives for foreign investors 
: and traders in Japan' by 
en h a n cing, .competition policy 
-to give. newcomers easier 
access to -the market. , We 
strongly hopethese .measures; 
will bear, fruit -In: tiie .mearK _ 
time, we are ready to make- 
every effort, not to ^urt,-^ 
unduly, our European competi¬ 
tors - the "car ar ran g em ent" 


is just one example. W8 want s 
-realty “harnwadous symbiosis^ 
with the EC economy.. At the 


•sometime, wehqpe forfiwdis-^ 
appearance' tiffs year of. same ‘ 
49 humiliating quotas applied 
by certain ECstates spedfr 
cally against Japanese-prod¬ 
ucts.. - V’t. : 

Our relations wife. US^are, <jf j 
vital importknce .to ui both. • 
Bunn • 

the BC and Japan wfodfshaie 
the. .same. vali»'^sy^m1 o£- 
democracy, human rights-and ’ 
market economy' need^ tb ' 
strengthen ..ties.;'of i 
00 
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NEWS: WORLD TRADE 


By David Dodwafl, 

World Trade Editor 

PRIVATE sector insurance 
companies are to wrest 
short-term export credit busi¬ 
ness in the European Commu¬ 
nity from state-backed insur¬ 
ers, according to proposals to 
be presented in two weeks to 
the EG Council - working group 
on export finance. • 

The proposals, expected to' 
come into force before the 
beginning of the European Sin¬ 
gle Market In January next 
year, are intended to create a 
level playing field for exporters 
inside the EC by removing dis¬ 
tortions in export credit terms 
arising front government subsi¬ 
dies. Government export credit 
insurance would be confined to 
the underwriting of non-com¬ 
mercial “political risk”, 
business. 

The reforms could lead to a 
significant expansion of pri¬ 
vate sector involvement in pro¬ 
viding export credit insurance, 
they are controversial because 
many state-backed insurers 
use the profits usually gener¬ 
ated from Insuring -short-term 
trade to subsidise losses often 
arising from insuring medlum- 
and long-term business. 

They are expected to 
increase the'cost of short-term 
export credit cover, particu¬ 
larly to small companies. They 
are also expected to lead to 
pressure inside the OECD for 
Japan, the US and other lead¬ 
ing industrial countries to fol¬ 
low suit 

Companies like NCM, the 
Dutch insurer that bought the 
short-term credit arm of 
Britain’s Export Credits Guar¬ 
antee Department late last 
year, have naturally welcomed 
the proposed change. 

The main resistance has 
come from Germany, Italy and 
France, where state-backed 
companies control effective 
monopolies on providing 
export credit insurance. 

The new regime will apply to 
“marketable risk", on con- 


Rnssia will, soon damp down 
on companies to stop teem 
wastingvalnahleexportcred- 
its, Mr Pyotr A van, the foreign 
trade minister, said in- an 
interview .yesterday, -Reuter 
reports'from Moscow.. ..• 
. “We plan to change the sys¬ 
tem of distributing investment 
credits fundamentally. We will 
not aDow.people to spend hard 
currency on technical . equip¬ 
ment which laterdisappearS,” 
he told the daily Trud newspa- 
, per. Over the last 20 years for¬ 
eign machinery worth many 
million* of dollars has been 
imported and either left' to 
rest or been stofeu. . . 

He said vetted, H»Mpanies 
would only nic^ve . credits by 
bidding for them at~ auctions. 

tracts of up : to two years. It. 
wifi. Twrinttp both political and 
commercial risk cover on 
exports to member .'states of 
the EC, or other highly credit¬ 
worthy countries like the. US, 
Japan or Sweden, but will con¬ 
tinue to rely on govemment- 
backed reinsurance for politi¬ 
cal risk in smaller or more vol¬ 
atile TwaHrpfa 

: “We plan to start more nar¬ 
rowly, and widen the scope of 
commercial involvement when 
the market has caught tip with 
any problems,” said-Mr. Allan 
Dalvin, head of the division for 
export credits and export pro¬ 
motion in the EC’s external 
relations directorate. .... . 

“We expect most countries to 
criticise certain areas of our 
proposals, but to be in favour 
with the general approach,” he 
said. “Those that have already 
gone a long way on commerci¬ 
alisingwill want to go faster.” 
The EC pinpoints four main 
distortions that have prevented 
private insurers from compet¬ 
ing with state-backed organisa¬ 
tions in providing export insur¬ 
ance: state guarantees or loans;: 
free information or facilities; 
tax exemptions in many forms; 
and monopoly control of 
reinsurance. 


NEWS IN BRIEF 


US denies G7 -talks> ■- 
will finalise Gatt pact 

By Jurdt Martin in Wadrington . 

THE US does not expect next week's Group of Seven economic 
summit In Munich to lloallse a new Uruguay Rcnmd trade agree¬ 
ment under the General Agreement on T ariffs and Trade (Gatt). 

A senior US Treasury official said yesterday there had bedh 
“substantive changes” in the agricultural pedicles of both the US 
and the European Community, and he held, out the hope of a 
settlement in the months ahead. “We will bang on with this, and 
it will get done," he emphasised. 

Bui he warned against “a political papering over” at Mmich of 
the real differences that still existed between the two sides, ft 
would also be “not realistic” for the US to enter into an agree¬ 
ment that could not be sold to the US Congress. He noted fhatthe 
EC had not yet served the US with its final proposals. 

He conceded there was "a perceptional problem” in the contin¬ 
ued inability of the US and the EC to break the Gatt logjam, 
given the annual .summit commitments to fight against protec¬ 
tionism. But he Insisted that summits were not the right forum in 
which to settle highly technical problems. - . 

Davy wins Utah smelter contract 

Davy McKee, part of the engineering division of Trafalgar House, 
and Fluor Daniel of the US have been awarded ^ contract for the 
engineering and construction, management of ~a new $600m 
(£324.3m) copper smelter In Utah, writes Andrew Baxter. 

The client is Kennecott, owned by RTZ of the UK, which is 
spending S880m on the new enviranmentally-friendly smelter and 
refinery at its Utah-Copper operations near Salt-Lake .City. 

Although Davy would not disclose .its share of the 50)50 con¬ 
tract, the deal is one of its biggest since the takeover last year by 
Trafalgar House, and one erf Davy’s biggest US contracts for some 
years. The equipment is likely , to be sourced in the US. 

ABB in Philippines power deal 

A. consortium led by ABB Asea Brown Boveri, the Swedish-Swiss 
power engineering group,-has won a $300m (£162m) contract from 
the Philippine National Power Corporation to build a 300-mega¬ 
watt combined cycle power station at limay Bataan, near Manila, 
writes Ian Rodger in Zurich. * 

ABB min its portion of the Japanese financed contract was 
worth more than SHOW. It will supply the plant's control system 
plus three gas turbines and one steam turbine and has signed a 
15-year contract for the operation and maintenance of the plant 
Its consortium partners, Marubeni and Kawasaki Heavy Indus¬ 
tries, wifi look after civil engineering and other aspects. 


Hopes rise 
for early 
Nafta deal 


By Damian. Fraser In 
Mexico City and Nancy Dunne 
b> Washington 

A US-MEXICAN summit will 
taka place in San Diego, Calif¬ 
ornia, on July 14, fuelling 
speculation that the countries’ 
leaders will .choose this day to 
wrap up the Norte American 
free trade agreement (Nafta). 

President Carlos Sriinas of 
Mexico said In ah interview 
teat “in tee next/weeks [tee 
treaty] should finish and be 

- initialed". 

- According to US law, the 
treaty can only be signed by 
US President George Bosh 90 
-days after he has notified Con¬ 
gress of thin intention. Mr 
Salinas said that' at the 
moment the plan was to sign 
the treaty, and present the 
agreement to the US Congress 
before the November elections. 

However, the Mexican gov¬ 
ernment has throughout the 
lest year consistently under-es¬ 
timated the thne lt would take 
to complete the negotiations. 
After the treaty is initialed, it 
has to be examined by US pri¬ 
vate sector advisdry commit-! 
toes. Only after teey have 
Issued reports on the treaty 
can Mr Suite notify Congress 
of his intention to sign the 
treaty. 


EC may act on Korean chip dumping 

Samsung, Hyundai and Goldstar could face restrictions, writes Michiyo Nakamoto 


T HE EUROPEAN Com¬ 
mission is considering 
possible anti-dumping 
measures against three Korean 
manufacturers of semiconduc¬ 
tors after recently concluding a 
preliminary investigation Into 
charges that the companies 
had been dumping memory 
chips into the EC. 

The commission said it has 
notified the parties involved of 
the flying s of its investigation 
into the' dumping charges 
brought two years ago b; the 
European Electronic Compo¬ 
nent Manufacturers Associa¬ 
tion (EECA). 

- The charges were against 
Samsung; Hyundai and Gold¬ 
star of Korea, and Intel of the 
OS, which supplied memory 
chips manufactured by Korean 
companies that were bought by 
the EECA on behalf of Sie¬ 
mens, the German electronics 
group, an EECA representative 
said. 

Although the commission 
will not make the results of its 
investigation public until 
inquiries are completed, it said 
discussions with the par¬ 
ties concerned over possible 
measures to be taken were 
being complicated as one of the 
Korean companies was disput¬ 
ing its findings. Meanwhile, 
Intel says that the commission 
has accepted that the US com¬ 
pany was not Involved in 
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exporting the chips. The Kor¬ 
ean antidumping case, which 
remains unresolved two years 
after the charges were brought, 
highlights the difficulty of try¬ 
ing to apply the outdated anti¬ 
dumping guidelines of the Gen¬ 
eral Agreement on Tariffs and 
Trade (Gatt) to an industry 
that is rapidly evolving. 

The EC’s own antidumping 
regulations are based on Gatt 
guidelines, which are more 
than 20 years old. 

The case also underlines the 
fliieminp tha t the commission 
faces over possible antidump¬ 
ing action as it attempts to bal¬ 
ance the demands of Europe's 
semiconductor manufacturers 
and users. The Europeans 
ftiaim that the Korean manu¬ 


facturers have been selling 
dynamic random access mem¬ 
ory chips (DRAMs) into the EC 
at prices lower than those 
charged in their home market. 

However, trying to deter¬ 
mine whether dumping has 
occurred -according to Gatt 
guidelines - involves a very 
complicated and time-consum¬ 
ing process. 

“The Gatt guidelines are 
old-fashioned and out of date," 
says Mr Byron Harding at 
Dataquest, the high-tech mar¬ 
ket consultancy. 

They were set down 23 years 
ago when the electronics 
industry was very different. 
For example, manufacturers 
can now set up facilities 
throughout the world, making 


it very difficult in some cases 
to determine country of origin 
of products. 

The method the commission 
employs to determine dumping 
also leaves the findings open to 
debate, says Mr Harding. For 
example, the commission will 
consider even a I per cent 
price differential as substantial 
enough to determine that 
dumping has occurred. But a 
manufacturer could argue that 
a 1 per cent price differential 
was merely the result of a tech¬ 
nical difference. 

While the options for action 
that are open to the commis¬ 
sion are restricted by the Gatt 
guidelines, European users of 
semiconductors have been 
unhappy with the measures 
the EC has taken. 

These include imposing anti¬ 
dumping duties or obtaining 
voluntary undertakings not to 
sell products in the EC below a 
certain floor, or reference, 
price. These undertakings are 
backed by residual antidump¬ 
ing duties. 

In the latest anti-dumping 
case, the Commission 
suspended antidumping duties 
against 11 Japanese manufac¬ 
turers which were accused of 
dumping DRAMs and erasable 
programmable read-only mem¬ 
ories (EPROMs) in return for 
the Japanese agreeing refer¬ 
ence prices. This was partly 


after consideration of the inter¬ 
ests of European semiconduc¬ 
tor users, a Commission offi¬ 
cial said, as imposing 
anti-dumping duties on Japa¬ 
nese-made DRAMs would raise 
their costa and hurt their com¬ 
petitiveness. 

However, reference prices 
still add to the costs of Euro¬ 
pean semiconductor users. 

Although DRAM prices have 
been falling in world markets 
for years they have been held 
up in Europe due to the Japa¬ 
nese DRAM reference price, Mr 
Harding says. 

For the Koreans, a Japanese 
reference price combined with 
aggressive marketing on their 
part, is likely to have helped to 
increase their share of the 
European market 

Samsung for one raised its 
European market share by 
nearly 40 per cent last year. 
The share of Korean manufac¬ 
turers of the worldwide 
4-Megabit DRAM market also 
rose strongly last year to over 
13 per cent from just under 5 
per cent in 1990, according to 
Dataquest 

Having to agree a reference 
price would therefore be a 
blow to the Koreans who will 
have to rethink their strategy 
and may even have to consider 
setting up a DRAM facility 
within the EC, says Mr 
Harding. 
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v/ver 80 % of the 
most prominent figures 
in banking count on 
our computer solutions. 


Bankers who speak dollars and bankers 
who speak pounds, marks or francs, ail speak 
to Unisys for answers to their vital information 
processing needs. - . 

— Ibrty-one of the world's 50 largest banks 
rely on Unisys Information systems. And half 
the world’s cheques—40 billion annually— 


Argentina plans car export drive : are processed on Unisys computers. 


Argentina's six car and truck manufacturers plan sharply to 
increase exports to about S650m (£35L3m) a year and .invest 
Siabn over the next three years as part of a mandatory mvest- 
meat and modernisation plan, writes John Barha m in B uenos 
Aires. Six months ago, the-government told the companies it 
would relax Import barriers as part of a new export-onented 
policy. It also instructed manufacturers to draw hp detailed 
investment plans showing how. they would adapt to liberalisation. 
The policy includes requirements for each company to run a 
positive trade balance -fay 1994, reduce its range of models and 
concentrate production oh modern v e hic les for export. 

Turkey to seek Arab financing 

Turkey , is to seek Arab finance to establish a regional develop- 
namt hank to sendee the Black Sea and Central Asian st^s.^er 
last week’s framework economic agreement signed m Istanbul, 
writes John Murray Brown in Istanbul. Turkey si proposal envis¬ 
ages a bank providing insurance cover and a setttemfittt me cna - 
aismf<frtoieberween Turkey, Greece and Albania and theejght 
I fa n p a g -ryy ttmimfn t states around the Black Sea; Russia, Ukraine, 
Ktfdova, Georgia. Romania, Bulgaria, Armenia and Azerbaijan 
Mrs Tansu Ciller, Turkey’s chief economics minister, satoTurk-, 
ish Officials would visit Jeddah, Saudi Arabia, today to sign an 
agreeteeat with the Mamie Development Bank. 



Oyer 3,000 financial institutions depend 
on. our funds transfer systems. We’ve put our sw 
banking customers a year ahead of the com- top ten banks and 60,000 other distinguished as the leader in volume-intensive information 


petition in cheque imaging solutions and we 
offer, unequalled capability in the revenue- 
generating area of branch automation. 

So it’s hardly surprising that the top ten 
banks in Europe and Japan, nine of America's 


customers around the world recognise Unisys 
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We make it happen. 
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how we can put the advanced technology 
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Agreement focusing on job security will go to employees for ratification 

AT&T agrees three-year pay deal 


By Nancy Dunne in Washington 

AT&T. the world's largest 
communications company, yesterday 
announced tentative agreement with its 
two unions which gives employees pay 
rises of up to li.8 per cent over three 
years, stock shares and a generous com¬ 
pensation scheme for laid off workers. 

The agreement, coming after a month 
of negotiations with federal mediators, 
is subject to ratification by about 
135,000 AT&T employees. 


The unions - the Communications 
Workers of America and the Interna¬ 
tional Brotherhood of Electrical Work¬ 
ers - this year chose not to strike 
when the deadline for settlement passed 
on May 31 but to use other means to 
pressure the company. Their strategy 
was to urge other unions and small 
businesses to switch to other 
long-distance telephone companies. 

With AT&T due to cut 6.000 more jobs 
- in addition to 133,000 lost since the 
sell-off its regional operations - job 


security was a main concern. The com¬ 
pany agreed that employees declared 
’‘surplus'’ can choose to take special 
unpaid leave of up to two years to pur¬ 
sue career or personal interests while 
the company pays all benefits, includ¬ 
ing tuition assistance. 

Those with at least five years of ser¬ 
vice can be referred to temporary jobs 
in the company with no loss of pay for 
two years. 

AT&T also agreed to establish a stock 
ownership programme, which would 


award stock worth $3,300 (£1,780) In two 
instalments over the next three years. 
With the union demanding pay 
increases of 13 per cent over three years 
and the company offering 8 per cent, a 
compromise UL8 per cent was agreed 
with mediators. 

Pensions are to be increased by 13 per 
cent Former employees will get first 
call on new jobs for three years. Family 
health benefits were expanded, and 
AT&T said it would give employees a 
greater voice in decision-making. 


Mexico and US settle kidnapping dispute 


By Damian Fraser 
in Mexico City 

MEXICO and the US have 
resolved their diplomatic rift 
over the US Supreme Court 
ruling that the kidnapping of a 
Mexican murder suspect was 
legal, with President George 
Bush promising in a letter that 
his administration will not 
engage in such practices again. 

However the promise falls 
Ear short of what the Mexicans 
had sought. The US refused to 
return the suspect. Dr Hum¬ 
berto Alvarez Machain, to 
Mexico. 

It will neither revise the 
wording of the two countries' 
extradition treaty nor 


exchange diplomatic notes that 
would in effect outlaw kidnap¬ 
ping beyond the life of the 
Bush administration. 

Instead the US and Mexico 
will exchange diplomatic notes 
that makes kidnapping by pri¬ 
vate US citizens an extradit¬ 
able offence. This would allow 
US federal, state and other gov¬ 
ernment employees to kidnap 
foreign nationals without fear 
of sanction. This will have the 
effect of reinterpreting the 
treaty. 

President Carlos Salinas was 
earlier this week still fuming 
at the court’s decision, describ¬ 
ing the kidnapping as a “crimi¬ 
nal act... unacceptable and 
inoperable in Mexico, and 


totally outside international 
law". The Mexicans will take 
the case to the International 
Court of Justice in The Hague, 
whose final decision, however, 
will not be binding on the US. 

The Mexican government 
almost certainly derided to set¬ 
tle differences with the US 
over the kidnapping of Dr 
Alvarez Machain so as not to 
jeopardise negotiations over a 
free trade agreement which is 
now being negotiated between 
the two nations and Canada, 
and to avoid further downward 
pressure on the Mexican stock 
market 

The market fell sharply In 
June, partly because of the 
popularity of Mr Ross Perot 


the independent US presiden¬ 
tial challenger - which has 
put the re-election of Mr Bush, 
and therefore the future of 
Mexico-US relations, in some 
doubt - but has recovered a 
little this week. 

Mr Salinas will visit the UK, 
France. Spain and Hungary 
this month, and explained his 
European trip in this context 
“When you deride to have a 
more intense relationship with 
a neighbour so powerful, you 
need to become closer with dis¬ 
tant friends... I want more 
European investment with 
Mexico, precisely because we 
are going to have a more 
intense relationship with the 
US." 



Salinas: European try) 


Third 
Chicago 
airport 
plan ‘dead’ 

By Barbara Durr In Chicago 

MR Richard Daley, the mayor 
of Chicago, has declared the 
project to build a third big air¬ 
port in the city "dead.” 

The. Illinois Senate defeated 
legislation to allow work on 
the $103bn (£53bn) airport pro¬ 
posal, for which Mr Daley has 

fought for nearly three years. 
It was to have been tire largest 
public works project in the US, 
creating 200,000 jobs. 

Many believe, however, that 
Mr Daley, who often expresses 
his frustration In public. Is 
likely to take the project up 
again in the legislature’s 
autumn session. Mr Jim Edgar, 
the Republican state governor 
who favours the airport, hopes 
Mr Daley, a staunch Democrat 
will not give up. 

In a reference to the power¬ 
ful political machine once run 
by Mr Daley's fatter, who as 
mayor from 1955 to 1976 was 
the last of America’s big dty 
political bosses, Mr Edgar said: 
‘You just don’t make a phone 
call any more and have these 
things happen.” 

Mr Edgar was unwilling to 
Spend all his pnHHgp l ca pital 
rallying his party’s senators 
behind the airport. 


Fed rate cut: 


and the risks 

Michael Prowse discusses the 
pressures behind the inove 




I N a perverse way, Mr Alan 
Greenspan, the Federal 
Reserve chairman, must 
have been relieved that the 
June employment figures 
released yesterday were so 
awful He was under intense 
pressure to cut rates for two 
reasons: 

• to give the lacklustre eco¬ 
nomic recovery a bit of pep 
a head of November's election 
and thus improve President 
George Bush’s chances of re- 
election. and 

• to let treasury secretary 
Nicholas Brady take. to. next 
week's economic summit in 
Munich dear evidence of a US 
commitment to global eco¬ 
nomic growth. 

In the event, the employ¬ 
ment numbers were bad 
ennugh to give.plausibility to 
the Fed’s claim that it eased 
policy in response to. poor 
domestic economic conditions. 
Financial markets had expec¬ 
ted a rise in non-farm employ- 
ment of about 80,000 and no 
change in the unemployment 
rate, but employment plunged 
by 117,000 and the unemploy¬ 
ment rate jumped to 73 per 
cent, its highest since . 1984. 

The details of -the report 
were almost uniformly gloomy. 
The fall in jobs partly reversed 
three months of modest gains 
and would have looked worse 
but for a rise in public sector 
employment; non-fann private 
jobs fell by 142,000. Manufac¬ 
turing and construction 
employment fell 58,000 and 
32,000 respectively. Wholesale 
trade fell by 16,000. Much of 
the retail sector was also weak. 
Services as a whole were flat 
The report also followed a 
series of; gloomy statistics 
pointing to flagging growth 
after a surprisingly robust 
expansion at an annual rate of 
2.7 per emit In the first quarter. 
Signs of weakness indnHpj : - 
• Consumer confidence stall¬ 
ing in June after modestly ris¬ 
ing In recent months, the level 
of confidence remaining- far 
below what is normal In a vlg-, 
orous recovery; 

The Purchasing Managers' 
Index: faflihglast month to 52.8 
per cent, remaining above 50 
per cent and indicating that 
manufacturing is not yet con¬ 
tracting but nowhere near the 
level expected- after a year of 
faltering recovery; 

• Sales of existing homes, fol¬ 
lowing weakness in housing 
starts, falling more than 5 per 
cent in May to register their 
fourtte consecutive monthly-, 
decline; and 

• New orders for manufac¬ 
tured durable goods failin g 22 
pet cent In May, following 
declines of L8 per cent in April 
and 2 UL per emit in March. 

Growth in the first quarter 
was buoyed by, a strong rise in 
consumer spending just after 
Christmas. After a lag, this 
prompted higher industrial ' 
production and a small rise in 
employment. However, the 


stimulus from consumers was 
temporary and the risk is that 
the economy has now entered 
another mini-downturn. 

The Fed is easing to prevent 
such a downturn from gather - 
tog momentum. It cited the 
“uneven progress.of the recov¬ 
ery” and also drew attention to 
“sustained weakness in credit . 
anri money growth” and “con- G 
tinned movement toward price 
stability". 

- The seven Fed governors 
.voted unanimously for the 
half-point discount rate cut to 
3.0 per cent. This was the first 
cut since December and the 
seventh since the recession 
. began in July 1990. The dis¬ 
count rate is now at its lowest 
- level since the summer of 1963. 

The Fed then signalled a 
half-point cut to 3J5 per cent 
in the overnight federal funds 
rate - the rate at which banks 
lend to one another. Commer¬ 
cial banks responded quickly, 
cutting their prime lending 
Tates from 63 per cent to 6.0 
per cent The prime rate influ¬ 
ences the cost of a range of 
' consumer and business loans, -j 
The Fed’s move will be seen 
by some as a decisive reaction 
to renewed signs of economic 
fragility. It is well aware that, 
bad it cut rates more quickly 
last year, it might have pre¬ 
vented a weakening of the 
economy In the fourth quarter, 
when growth drooped to a dis¬ 
appointing 0.4 per cent at an 
annual rate. 

P olicymakers outside the 
US, however, may won¬ 
der if the Fed has acted 
rashly. After all, the economy 
has been advancing for four 
quarters, albeit slowly. Few if 
any forecasters expect output 
to falL In a sluggish upturn, a 
the economic statistics are 7 
likely to be choppy: too much 
should not be read into a single 
month's disappointing figures. 

And while inflationary pres¬ 
sures are abating, the maturity 
structure of US interest rates 
hardly suggests financial mar¬ 
kets are confident that infla¬ 
tion is licked. Even after the 
surge in bond prices yesterday 
that followed the Fed's 
announcement, the yield on 30- 
year bonds was still 7.6 per 
cent, more than four percent¬ 
age points higher than 
short-term rates. 

The long-run impact of the 
Fed’s rate cut will depend 
greatly on the response in 
bond markets. If the Fed is cor- .; 

rectly. responding to genuine 
weakness, long rates should 
fall further, with beneficial 
effects on sectors such as hous¬ 
ing and consumer durables. 

But there is a risk that the 
Fed has made the classic cen¬ 
tral banking error of easing 
policy when the economy is 
already capable of recovering 
under- its own steam. IT this 
proves the case, much of the 
blame will lie at the White 
House's door. 
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from its print centres in Tokyo', New York. 
Fr ankfurt, Route!* and London. It will be 
.Trad by semox.burinessroen and government 
officiate ni 160'countries world wide. It will 
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CUSTOMERS HAVE BOUGHT AIRBUS AIRCRAFT. 


In the 20 years that Airbus Industrie has been in operation, the 
demand for our aircraft has produced over 1 , 70 0 sales. 

Our 103 customers are spread throughout the 5 continents of the 
world. One of the major reasons for their continued support is that we 
have launched 6 different aircraft types in just 20 years. 


All these orders have made us the 2nd most successful commercial 
aviation manufacturer in the world and 2nd to none in commercial 
aircraft technology. - 

That’s why, in civil aviation, we're Number 2 and leading. 


























5 




.FINANCIAL. TTJyfES FRIDAY JULY 3 4992-,.. 


NEWS: AMERICA 


crisis 


im go> 

■.-*tK’ 


By Christina Lamb In Brasilia 

THE temperature may have 
cooled a little in Brazil hut the 
future of its first popularly' 
elected president for 30 years 
still hangs in the balance. 
Described as "a victim of his 
own democratic reforms", the : 
ability of president Fernando 
Coilor to lead the country out 
:of economic crisis is novt. 
severely hampered. 

The wave of allegations 
against the charismatic 42- 
year-old president Initiated by 
bis younger brother Pedro in 
May, draws on a cast, of family, 
friends and aides in a real-life 
saga of tropical p o we r brokers 
and sibling rivalries. Whatever 
the truth of charges that the 
country is being run by a gang 
of thieves, the political crisis in 
the world's eighth largest econ¬ 
omy has been compared to that 
of 1954 when corruption allega¬ 
tions drove President Getulio 
Vargas to suicide. 

Elected on an anti-corruption 
platform, Mr Cbllor had earlier 
sacked several ministers for 
corruption and his wife had 
been forced out of a govern¬ 
ment, charity. amid allegations 
of wrongdoing. While “CoBor- 
gate" almost brought down his 
administration, the evidence 
-against the president rests on 
the testimony of a driver, a few 
copies of cheques paid into his 
secretary's account and a tele¬ 
phone bill showing frequent- 





calls to his office by an alleg¬ 
edly corrupt businessman who 
was his campaign treasurer. 

The problem is not confined 
to the admfnirtratioiL Officials 
estimate , tax evasion at 7 per 
cent of GDP. - :•. 

Mr Conor’s colleagues claim 
that the real motivation behind 
Collorgate is resistance to Us 
modernisation programme, 
particularly the dismantling of 
cartels and opening the econ¬ 
omy to foreign competition. 

. A. political outrider, Mr Col¬ 
ter's arrogance in office and 
inifai Insistence that be could 
govern without recourse to' tra- 
ditional porkbarrel politics or 
appeasing the powerful busi¬ 
ness community, ha* left him 
isolated among the elite even 
thmigii public opinion may be 
on hijj aide. . 


Ironically the extensive press 
freedom under the new democ¬ 
racy has worked against Mr 
Coilor. "The press, is not only 
investigating but condemning 
- it's a witch-hunt," rages one 
minister. Instead of praising 
him as the first president to 
allow police Investigation into 
a minister they are using it 

- against him." 

While other Latin American 
leaders have been aMe to rely 
on a one-party state, a strong 
majority or even dictatorship, 
" to push thoug h reform, Mr Col¬ 
lar's party holds only 31 out of 
508 Congressional seats. So 
fragmented is Brazilian politics 
that there are 18 parties in 
Congress.-While other coun¬ 
tries are disbanding commu¬ 
nist parties Brazil recently 

formed its third. 

- ' Unable to muster political 
.support, for crucial fiscal 

- reform, he has been forced to 
rely oa monetary policy as his 
only weapon against inflation. 

It was for-this reason that, to 
public approval. Mr Coilor 
sacked bis cabinet in April, 
appointing well-known politi¬ 
cians from .the Liberal Front 
(PFL) whom he bad criticised. 

Within a month claims by 
his brother that his campaign 
manager was involved in cor¬ 
ruptionwith- the president’s 
blessing and that he var a 
cocaine addict had plunged the 
country back into crisis. This 
worsened last week as new tes¬ 


timony emerged. 

Today the only stabilising 
factor is Mr Mareflio Marques 
Moreira, Mr Collar's morally 
upright Economy Minister. 
Despite his popularity. Mr Mor- 
efra’s ability to act is shackled 
by political paralysis. Far from 
falling, inflation is stuck 
around 20 per cent a month. 

. Mr Moreira rules out the 
magic tricks which have char¬ 
acterised recent Brazilian eco¬ 
nomic management, insi sting 
cm the orthodox route of fiscal 
reform which, in Brazil would 
involve constitutional revision. 
However, approval by 
Congressmen for a fiscal 
reform which cuts at their 
privileges is unlikely with 
municipal elections due in 
October and the corruption 
i ngnMim providing thpm with 
a welcome diversion, weaken¬ 
ing the President's ability to 
force reform. 

Mr Coilor insists he will not 
resign. But the opposition has 
not relented and his future 
now hangs on whether further 
concrete evidence surfaces in 
the congressional inquiry 
under way in Wramiia, The mil¬ 
itary has said it would not 
interfere. 

'• If he is forced out, the reform 
programme Is likely to collapse 
with hhn- Under the constitu¬ 
tion, Mr Itamar Franco, the 
vice-president would take over. 
He is a strong opponent of 
reforms such as privatisation. 



Deal on foreign 
debt: so near 
and yet so far 



inCil/Z 

Coilor: victim of his own democratic reforms 


Home truths about Brazil’s real debt problem 


By Stephen Fldler and 
Christina Lamb 

AFTER years of crisis over Brazil's 
foreign debt, there are now growing 
worries that a more serious, debt 
problem may lie at home. 

Even before President Collar was 
enveloped by crisis, some economists 
feared the government’s domestic 
debt might soon be out of control. By 
pushing np interest rates, the crisis 
heightens these concerns. 

Even by the govehunent’s own con¬ 
servative estimates, the interest bill 
will be 822Ira this year. 

Federal debt in the form of domes¬ 
tic bonds grew 162.7 per cent between 
last September and March: future 
growth depends on what happens to 


domestic interest rates. High real 
interest rates are the main weapon in 
the government's light a gainst infla¬ 
tion, but they dramatically raise the 
cost of servicing domestic debt 

Unless real interest rates come 
down — ideally by the passage of 
fiscal reform through Congress, 
which would reduce the burden on 
monetary polfcy - the governm ent 
sooner or later wffi find it impossible, 
fn mnrtrp hsUnnnjn y domestic debt 

This cost has caused Brazil to fell 
to meet the flanit quarter budgetary 
targets of an IMF standby agreement 

Servicing internal debt will, the 
go v ernment says, cost 48 per cent of 
GDP tills year. But analysts say this 
is optimistic as it assumes inflation 
wifl ilaB, and it has not so for. 


A study by Mr Malison da Nobrega, 
a fffl itult wn * former enw« min¬ 
ister, warns that by the year-end pub¬ 
lic sector domestic debt will have 
risen 53 per emit in real toms to 
$92.4bn (21-5 per cent of GDP). 

This would place it almost at the 
level inherited by President Fernando 
Coilor- In March 1990 following 
uncontrolled spending by his prede¬ 
cessor. This was before the Coilor 
Plan, which froze assets nationwide, 
and reduced public debt from 24.6 per 
cent of GDF to 14 per cent 

Mr Francisco Gros, the central 
bank governor, argues that the Inter¬ 
nal debt tells only half the story. 
Internal, debt has expanded from a 
very low base, bnt this has been 
mostly cancelled by the shrinkage of 


the country’s net external debt This 
has shrunk because, until recently, 
Brazil’s foreign exchange reserves 
were expanding. 

Apart from high interest rates, 
internal debt is being swelled by two 
factors. The first is the freeing of 
assets frozen under the Coilor Plan. 
Since last August the government 
has been repaying around $2bn of 
these blocked cruzados a month by 
issuing bonds. 

Although the government pays 
Interest on the blocked cruzados, it is 
paying much more - 30 percentage 
points above money market rates - 
on the paper it is issuing to fond 
their liberation. 

The second factor is the huge influx 
of foreign money into the economy. 


caused partly by high interest rates. 
This has almost doubled reserves In 
the last six months to $13.7bn at end- 
March, bnt has swollen Internal debt 
because it is government policy to 
issue bonds to neutralise the mone¬ 
tary impact of the inflows. 

Mr Gros predicts marketable inter¬ 
nal debt win peak at 7.5 per cent of 
GDP or $30bn by year-end, and 
argues that this is low compared to 
countries such as Mexico and Italy. 
“Public sector debt is not going out of 
control because both elements which 
led to its increase are running out of 
steam.” He says 90 per cent of the 
frozen cruzados has already been lib¬ 
erated - the rest will be by August 
- while the central bank has acted to 
stem the inflow of dollars. 


By Christina Lamb 
and Stephen Fid ter 

ONLY MINOR points separate 
Brazil and Us leading bank 
creditors from an agreement In 
principle on restructuring 
S40bn (£2lbn) of medium-term 
foreign debt However, the gov¬ 
ernment’s political crisis has 
raised questions whether the 
deal will ever be completed. 

Agreement on a Brady-style 
debt reduction deal had origi¬ 
nally been hoped for in April, 
but became bogged down over 
the guarantees banks would be 
offered. 

Last week, in an attempt to 
speed negotiations. Mr Marcilio 
Moreira Marques, economy 
minister, flew to New York to 
meet bank negotiators. After¬ 
wards, he said: "Our positions 
are converging and we expect 
an agreement within weeks if 
not days." 

Since then, a new wave of 
corruption allegations has sur¬ 
rounded President Fernando 
Coilor. Even if he stays In 
office, will he have the political 
clout to push the deal through? 

For Brazil, an agreement 
would help offset a darkening 
political and economic picture. 
But some creditors are less cer¬ 
tain. One group favours a 
quick agreement, hoping it will 
bolster Mr Moreira - without 
whom they may have to start 
negotiations from scratch 
- and aid a government sorely 
in need of confidence. Some big 
US hanks want a deal to be 
able to write back provisions 
and to avoid being held respon¬ 
sible for the minister’s possible 
demise. 

Others, particularly Euro¬ 
pean and Japanese bankers, 
say an agreement amid so 
much uncertainty would be 
pointless and raise doubts 
about Brazil’s ability to meet 
terms of any deal. 

"At some point, one of these 
Brady deals will fail The ques¬ 
tion is whether it will be Bra¬ 
zil’s," said one US banker. 
Argentina is the next Latin 
American state in line to 
secure a Brady accord - its 
detailed accord with leading 
banks must now gain approval 
from all creditors - but 


Mexico. Venezuela and Costa 
Rica have all secured theirs. 

According to Mr Moreira, his 
meeting with the banks over¬ 
came two main obstacles. The 
two sides agreed on a figure of 
S3.2hn for the collateral to be 
used initially to guarantee the 
concessional bonds to be 
issued under the accord. They 
also agreed that banks should 
be free to choose how to 
change their debt into the six 
types of bonds on offer, but 
gave Brazil the right to assess 
the feasibility of the deal after 
the selection has been made. 

Mr Moreira says the remain¬ 
ing sticking points are 
“minor”. 

The Brazilian accord is the 
most complicated of all the 
Brady debt reduction deals so 
far, in both negotiation and 
execution. The waters are mud¬ 
died by the rapid collapse of 
the previous restructuring in 
1988 and Brazil's partial mora¬ 
torium on interest payments 
since 1989. 

There are six options to 
banks compared with two in 
the Argentine deal. It is also 
possible - depending on US 
interest rates and the mix of 
options the banks choose 
- that the guarantees will 
have to be phased in, instead of 
all being available at the start 
as in the other Brady deals. 

Brazil is expecting to raise 
$ 1 . 6 bn from multilateral insti¬ 
tutions and new money from 
the banks, with almost half of 
this coming from the World 
Bank. But a senior World Bank 
official said: "There is no way 
we will give money to Brazil 
until it gets its macroeconomic 
situation in order and we see 
no signs of that at present." 

The country is again expec¬ 
ted to miss the fiscal targets 
laid down in its accord with 
the International Monetary 
Fund for the quarter that ends 
this month and it is becoming 
increasingly difficult for Mr 
Michel Camdessus, the IMF 
president, to sustain the agree¬ 
ment, despite his close per¬ 
sonal relationship with Mr 
Moreira and his continued 
warnings that “Brazil is too big 
to fail". 
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Fears of delay over HK airport 


By Simon Holberton 
in Hong Kong 


SENIOR British and Chinese 
officials meet in Beijing today 
to try to break the deadlock 
over financing Hong Kong's 
HK$L75,3hu <£U.9bn) new air¬ 
port and related infrastructure. 
However, the British and Hong 
Kong side is still unsure 
whether China is looking to 
settle the issue quickly. The 
talks are expected to last less 
than a week. 

Beijing was given details by 
the Hong Kong government 
more than three months ago 


but has still not communicated 
its view on the financing of all 
aspects of the project. 

The British team is led by 
Sir John Coles, deputy under¬ 
secretary of state at the For¬ 
eign Office, who is acting as 
the personal emissary of Mr 
John Major, the prime minis¬ 
ter. Mr Major agreed the talks 
with Li Peng, his Chinese 
counterpart, during discus¬ 
sions at the Earth Summit in 
Rio de Janeiro last month. 

Discussions so far have cen¬ 
tred on a rail link between the 
airport and urban areas of the 
colony, but the Chinese have 


not yet discussed, the airporL 
The cost of the railway has 
risen from HKSi2.5bn to 
HKS22.2bn. in March 1991 
prices, and Beijing doubts the 
government’s ability to control 
its cost- 

Beijing has also expressed 
doubts about a form of guaran¬ 
tee. known as “callable 
equity", which the Hong Kong 
government wants to give the 
two main public corporations 
responsible for the project. 
This equity can be called if the 
projects get in trouble, but Bei¬ 
jing regards it as a potential 
burden on the post-1997 gov¬ 


ernment of the colony. 

Discussions about financing 
offer China its last opportunity 
to exercise political leverage 
on this issue. British officials 
are seriously worried that the 
Chinese government will link 
Its consent on financing to 
political developments In Hong 
Kong. Approval might then be 
delayed for months as Mr 
Chris Patten, the governor des¬ 
ignate, is not expected to make 
any big political changes until 
the autumn. 

Such a delay could threaten 
the undertaking Britain gave 
last September to finish the 


project before June 1997. when 
sovereignty over Hong Kong 
reverts to China. It oould also 
undermine the international 
financial community's readi¬ 
ness to lead the project money. 

The government needs Chi¬ 
na’s consent before the local 
legislature rises for its summer 
recess towards the end of this 
month. The finance committee 
of the legislature has to 
approve the financing before 
the Provisional Airport 
Authority can let a contract to 
construct the platform for the 
airport. The PAA wants to do 
this in early August 


Retiring governor defends his record 


By Simon Holberton 


LORD WILSON, Hong Kong’s 
outgoing governor, yesterday 
defended his approach to nego¬ 
tiation with China, saying 
talks were best conducted in 
private where patience and 
explanation were required to 
overcome mutual suspicion. 

“You do not get many plau¬ 
dits for this approach, but it Is 
the only way to do it." he said 
a day before be gives up his 
post "That is in no way what 
is sometimes characterised as 
a policy of weakness; it is just 
a commonsense approach.” 
Lord Wilson hit out at "intel¬ 
lectual Luddites” in Britain 


China has given the Shenzhen special economic zone power to 
make its own laws, Reuter reports from Beijing. Just over the 
border from Bong Kong. Shenzhen, has had to rely on Guang¬ 
dong province for tts legislation, until now. 

The decision was taken by the standing committee of China's 
parliament The Shenzhen had argued it needed the power to 
help regulate its booming economy. 


who suggested a knowledge of 
C hina was of little use in gov¬ 
erning the coloDy or in dealing 
with China. That was "akin to 
saying ‘let’s have ignorance 
rather than knowledge’.” he 
said. 

Lord Wilson, a leading For¬ 
eign Office sinologist before his 
appointment as governor five- 
and-a-half years ago, has 


accepted retirement earlier 
than he wished. 

His replacement by Mr Chris 
Patten, a professional politi¬ 
cian, was widely seen as the 
result of dissatisfaction in Lon¬ 
don with the performance of a 
senior bureaucrat in a job 
which increasingly required 
sensitive political antennae. 
Lord Wilson praised Mr Pat¬ 


ten's political talents, saying 
the former Conservative party 
chairman would make a good 
governor. Mr Patten takes over 
next Thursday. 

During his term in office 
Lord Wilson had to deal with 
the influx of Vietnamese refu¬ 
gees, the aftermath in Hong 
Kong of the June 1999 Tianan¬ 
men incident, and gruelling 
negotiations with the Chinese 
government over democracy in 
the colony and plans to build a 
new airport. 

He won widespread praise 
for bis leadership after June 
1989 and his forthright stand 
on the Issue of British nation¬ 
ality for Hong Kong people. 


But he has been criticised by 
colony liberals for being too 
prepared to see Beijing's point 
of view in dealing with other 
issues, notably the pace of 
democratisation. 

Sectional dissatisfaction with 
his leadership was maflp plain 
on Wednesday when members 
of the United Democrats, who 
swept popular elections last 
September, pointedly failed to 
applaud his valedictory speech 
to the legislature. Yesterday, 
Lord Wilson said there was a 
general wish in Hong Kong to 
move to a more representative 
form of government but the 
community was divided on the 
speed of that development 


Gloom in 


Japan 


deepens 


By Sloven Butler in Tokyo 


PESSIMISM about growth 
prospects for Japan’s economy 
is spreading among Japanese 
research institutes, many of 


which have lowered forecasts 
in the past two days 

Nomura Research, one of the 
gloomiest, said yesterday the 
government would have to 
spend an extra Y9.000bn 
<£383bn) on public works if the 
forecast 3.5 per cent growth in 
the fiscal year ending next 
March was to be achieved. 

The governing Liberal Demo¬ 
cratic party has proposed a 
programme for Y6,000bn- 
Y7,000bn in extra public spend 
ing. although the Finance Min 
istry opposed it 

According to Nomura addi¬ 
tional spending of Y5,000bn. 
along with a 0.5 per cent cut in 
the official discount rate to 3.35 
per cent, would result in just 2 
per cent growth. "We cannot 
be optimistic about future 
sales trends among corpora¬ 
tions because of difficulties in 
exports continued caution in 
capital spending plans, and 
obvious reduction in household 
consumption,” it says. 

Yamaicbi Research and 
Wako Research have reduced 
growth forecasts to 2.7 and 3.0 
per cent respectively. Yamaichi 
expects private sector demand 
to rise this year by just 1.4 per 
cent, compared to 2.0 per cent 
last year. 

Corporate capital spending is 
expected to decline by 1 per 
cent, after last year’s 3 per cent 
rise. 

The themes have also been 
echoed by Sumitomo Research. 
Mitsui Trust and Banking, and 
Nippon Trust Bank, which 
have lowered growth forecasts 
to between 2.6 and 2 J9 per cent 

Critical to all the forecasts is 
the timing and size of an 
expected government supple¬ 
mentary budget, as well as the 
timing of inventory adjustment 
as manufacturers reduce pro¬ 
duction to clear excess stocks 
of unsold goods. 


Ruling party 
in Mongolia 
sweeps poll 


MONGOLIA'S ex-communist 
ruling party crushed its demo¬ 
cratic opponents to win 70 out 
of 76 parliamentary seats in 
last Sunday’s election, accord¬ 
ing to official results released 
yesterday, Renter reports from 
Ulan Bator. 

The General Election Com¬ 
mission said the Mongolian 
People's Revolutionary Party 
(MPRP) polled 56.9 per cent of 
the total vote, six percentage 
points down from its showing 
in Mongolia’s first free elec¬ 
tions in 1990. 

The Democratic Coalition 
won the second highest num¬ 
ber of votes with about 17 per 
cent it won four seats in the 
country's new single-chamber 
parliament The Social Demo¬ 
cratic Party came in third with 
10 per cent of the vote, secur¬ 
ing one seat The final seat will 
go to an MPRP member who 
ran as an independent 

The democratic parties have 
yet to decide whether they will 
go through with a threat to 
boycott the parliament. 



Yitzhak Rabin speaks to reporters yesterday after being appointed Israel’s prime minister-designate by President Chaim Herzog. He 
has 21 days to build a governing coalition with left-wing and hard-right parties, both of which are holding out for better tanas. 



can 



wonders who 
Boudiaf 


A LGERIAN leaders were 

struggling yesterday to 
fill the void left by 
Monday’s assassination of . Mr 
Mohamed Boudiaf, the acting 
head of state. In less than six 
.months since being recalled 
from. 28 years’ exile. Mr Bou¬ 
diaf had done more than many 
previous leaders to confront 
the country’s ills. ■ • 
Economically, the crisis 
could not have come at a more 
sensitive moment as Algeria Is 
seeking fresh backing from 
international lenders and oil 
companies. Politically. Mr Bou¬ 
diaf had just begun, to tackle 
corruption, to liberalise the rig¬ 
idly state-run economy, and to 
establish a dialogue , with 
younger people who make up 
the bulk of the population and 
provide most of the popular 
support for . the now banne d 
Islamic Salvation Front (FES). 

The speed with which he 
moved might have contributed 
to bis assassination. Mr Bon-. 
diaf upset powerful interest 
groups which had much to lose 
from all his policies. Despite 
ags^ im pt j nnn overs ea s that:his 
death was the work of Islamic 
extremists, it is hard to find 
ordinary Algerians who blame 
the FIS, desp it e the tact that 
one of the two killers, now 
under arrest, was said to have 
cited religious motives- 
Many people instead point 
the finger at a Mafia of politi¬ 
cians who ihiAd their pockets 
during the previous quarter 
century of single-party rule 
under the Front de Liberation. 
Nationale (FLN). 

Mr Boudiafs death places 
even greater responsibility on 
General Khaled . Nezzar, 
defence minister and the most 
powerful member of the colle¬ 
giate presidency, the High 
State CounriL The army is now 
the only source of authority 
which has avoided becoming 
MimmihBi jn the cou nt ry’s reli¬ 
gious, regional and tribal con¬ 


flicts. Gen Nezzar is said not to 
relish the role of national 
policeman and has tried, to 
ensure stability without dom¬ 
inating the government 
That is the reason why he 
and his colleagues recalled Mr 
Boudiaf after c ancelling last 
December's election - Alger¬ 
ia's first multi-party poll - and 
ousting the discredited Presi¬ 
dent Chadh Bendjedid. The FES 


Need to fill the 
power vacuum 
is urgent, write 
Francis Ghiles 
and William 
Dawkins 
from Algiers 


was set to win the election and 
the military wanted a respect¬ 
able civilian to avert, funda¬ 
mentalist rule. 

The attraction of Mr Boudiaf 
was that he was one of the few 
politicians of his generation 
who was both a founder of the 
FLN and untainted by the cor¬ 
ruption and the lack of free¬ 
dom which bad come to char¬ 
acterise Algerian government 
He was exiled in 1963 precisely, 
because he denounced FLN 
repression. 

The need to fill the power 
vacuum is especially urgent 
because Algeria is delicately 
poised to reform an economy 
burdened by .debt charges 
equivalent to 75 per cent of for¬ 
eign revenues, ft is in the mid¬ 
dle of negotiations for a third 
standby loan from the Interna¬ 
tional Monetary Fund crucial 
to confidence of foreign com¬ 
mercial and state lenders. Only 
10 days ago the government 
scrapped eight subsidies on 


most foods - except bread, 
milk and semolina - more 

than doubling prices. 

The uncertainty also casts a 
shadow over promising negoti¬ 
ations with international oil 
companies for production and 
exploration. Further violence 
could jeopardise this important 
source of cash as hydrocarbons 
provide 97 per cent of Algeria’s 
foreign income. 

Gen Nezzar must attempt to 
strike a delicate balance 
between keeping law and order 
and avoiding repression. Over-. 
reaction to the assassination 
could give FIS extremists an 
excuse to hit out against the 
state and could whip up more 
popular support 

Working to the general's 
advantage is evidence that 
younger FIS supporters genu¬ 
inely mourn Mr Boudiaf. 
Mourners at his funeral on 
Wednesday chanted FIS slo¬ 
gans normally used against the 
government but this time used 
in homage to the former head 
of state. 

“We live for our faith,” they 
chanted. “We will die for our 
faith and this fight will lead us 
to Allah. Long live Mr Bou¬ 
diaf." Others shouted: “The 
army, the people, Boudiaf, we 
are with you." Cries of "Chadli 
assassin" underlined the 
crowds’ fear of a return to the 
previous regime. 

One FIS supporter in the 
Ruisseau. a fundamentalist 
area in the capital, said yester¬ 
day: *T did not support Mr Bou¬ 
diaf when he was alive but I do 
now since his assassination." 
Another resident expressing a 
widely held view, said: “It is as 
if a family bad decided to kill 
its own father." 

Their statements underline 
the sense of futility and loss 
among Algerians today, for Mr 
Boudiaf was only the latest of 
several heroes of Algeria's 
fight for independence to be 
killed by his own side. 


NZ deficit at twice forecast 


By Terry Hall in Wellington 


MS Ruth Richardson, the New 
Zealand finance minister, 
unveiled a deficit of NZ$3-2bn 
(£916m) for 1991-92 in her 
annual budget speech yester¬ 
day, nearly twice.the amount 
forecast last year. 

She predicted that the deficit 
would rise to NZ$3.3bn this 
year, fall to N2£2Abn in 1994 
and to NZ$2jbn by 1995. Ms 
Richardson said she was far 
from comfortable with these 
forecasts, but would not: 
increase taxes. Instead she 
would control the deficits by 
checking government spending 
and countering tax avoidance. 


.The budget contained no 
new initiatives, in contrast to 
the sweeping changes to the 
welfare state that Ms Richard¬ 
son announced., last year in 
what she then called the 
“mother of all budgets”. Many 
of these were amended or with¬ 
drawn because of public pro¬ 
test or because they were con- 
sidered^anworkable. • ■„ c • 

Among the few changes yes¬ 
terday, the government is to 
boost education spending by 
NZglOOm and put an extra 
NZ&Om into employment and 
framing schemes. 

The budget announced a 
number of new tax measures 
Including taxing business 


entertainment expenditure, 
and taxing New Zealand resi¬ 
dents on their worldwide 
income. 

A plan to develop the biggest 
exotic forest in New Zealand, 
in erosion-prone land on the 
North Island’s East Cape, an 
area of high Maori unemploy¬ 
ment, was also disclosed. 

Much of Ms Richardson's’. 
fi nancial statement dwelt on: 
what she termed the successes 
of the past year. These 
included cutting government. 

. spending, to a forecast 39J2 per 
cent of gross domestic product 
this year from S9.6 per cent, 
and lowering inflation to 0.8 
per cent 


S African workers ponder role as shock troops 


A ROAR of approval swept 
through the crowd as the slim 
figure on the platform 
denounced President FW de 
Klerk and pledged an unprece¬ 
dented campaign of "mass 
action” to bring about majority 
rule. 

If the enthusiastic response 
in Boipatong on Monday to Mr 
Jay Naidoo, general secretary 
of the Congress of South Afri¬ 
can Trade Unions (Cosatu), 
was anything to go by, Mr de 
Klerk's days may be numbered. 
But there are several reasons 
for believing that South 
Africa’s white government will 
be a tougher nut to crack than 
Mr Naidoo and his audience at 
the funeral for victims of Boi- 
patong's massacre last month 
may believe. 


Philip Gawith looks 
at the strengths 
of the unions as 
they defy the 
Pretoria government 


As an affiance partner of the 
African National Congress and 
South African Communist 
Party, Cosatu is lending its 
enthnsiastic support to their 
mass action campaign aimed at 
speeding the transition to 
democracy. 

Indeed, with its L3m mem¬ 
bership spread across 17 affili¬ 
ates - mining, metalworkers, 
food and clothing and textiles 


are the largest - Cosatu is piv¬ 
otal in the plan to bolster the 
alliance’s position at the nego¬ 
tiating table through people- 
power on the street The high 
point of this campaign will be 
a Cosatu-led general strike, as 
yet of unspecified duration, set 
for August 3. 

The extent to which union¬ 
ised workers are ready to be 
used as political shock-troops, 
however, is unclear. Few doubt 
Cosatu’s ability to organise a 
short-term mass stayaway. In 
July 1990 and again in Novem¬ 
ber last year, more than 3m 
workers heeded such a call. 
But many doubt whether an 
extended national strike is pos¬ 
sible. Mr Brian Allen, a direc¬ 
tor at Andrew Levy and Asso¬ 
ciates, a labour research group. 


says he is “doubtful there will 
be a genuine national strike” 
which would last more than “a 
day or two". 

The youth and the unem¬ 
ployed among the crowd who 
cheered Mr Naidoo 90 enthusi¬ 
astically can be expected to 
lend their support to protest 
activities. For unionised work¬ 
ers and their leadership, how¬ 
ever. the equation is more com¬ 
plicated. With an estimated 40 
per cent unemployment rate in 
South Africa, unions now rep¬ 
resent an elite constituency, 
only too aware of the perilsaf 
joblessness. Many have already 
been involved in strikes this 
year and will be waxy of politi¬ 
cally motivated action which 
almost certainly lays them 
open to dismissal 


Attitudes among employers 
to political strikes have hard¬ 
ened. This is partly because of 
violence which often accompa¬ 
nies such events ~ about 100 
people died in violence follow¬ 
ing November’s stayaway in 
protest at the taxing of staple. 
foods with the introduction of 
VAT - and partly the weak 
state of the economy. The 
Reserve Bank noted in Its, 
quarterly bulletin last week 
that gross domestic product 
decreased at an annualised 
rate of nearly 2 per cent in the 
first quarter. - ' 

Mr Bokkie Botha, human 
resources director at the diem- - 
leal group AECL saysr “ft is 
absolutely clear that some 
employers will be forced to dis¬ 
miss workers if their busi¬ 


nesses fold. There simply isn’t 
ffie sort of slack we had in the 

past.” -. . ■ 

The level of industrial action 
is already high. Figures from 
Andrew Levy show that 650,000 
working days were lost in the 
test half of the year compared 
to 375,000 in the same period In 
1991. Ongoing strikes at the 
South African Broadcasting 
Corporation, In the state 
health service and at Toyota, 


cars, remain unresolved. The 
largest union, the National 
Union of M eta l w o r ke rs, is also 
balloting for strike action.. 

. Thera Is quiet optimism fo 
the mining industry, however, 
that wage negotiations will be 
settled without resort to strike 
action. • ” 


Few bets placed in Nigeria for a certain future 


This weekend’s elections, says Julian Ozaune, are biggest test yet for promised return to J citdlian ride 


N igeria goes to the polls 
tomorrow, marking the criti¬ 
cal penultimate step in a pre¬ 
carious return to civilian rule for 
black Africa’s most populous co untr y 
Nationwide elections for the 91- 
member Senate and 589-seat House of 
Representatives will be the greatest 
test so for for the transitional pro¬ 
gramme to democracy put in train 
seven years ago when General Ibra¬ 
him Babangida seized power in a mili¬ 
tary coup. The process is designed to 
end in a formal handover to a civilian 
president In January and the inaugu¬ 
ration of the so-called Third Republic. 

However, hopes that the pro¬ 
gramme would usher in a new politi¬ 
cal order free from the corr u ption and 
ethnic and religious tensions which 
have plagued Nigeria’s post-colonial 
history have disintegrated. Most 
Nigerians feel remote from the artifi¬ 
cial two-party system imposed on the 
country by army decree and from 
elections which have been overshad¬ 
owed by some of Nigeria’s most vio¬ 
lent religious and anti-poverty riots. 
The subsequent heavy-handed arrest 
of five popular pro-democracy activ¬ 
ists, released on bail on Monday after 


42 days' detention, has further side¬ 
lined Saturday’s elections. 

To make matters worse, the 
National Electoral Committee 
announced only a week ago that 32 
candidates were disqualified and that 
the two parties, the Social Democratic 
Party and the National Republican 
Convention, had four days to present 
new names. No reasons were given. 

The growing body of vocal pro-de¬ 
mocracy critics seized on the disquali¬ 
fications as yet another in a list of 
fundamental flaws, which, they say,. 
include the government's decision 
four months ago to wipe 20 m names 
off the voters' register, the imposition 
of the two-party system, the absence 
of ideological differences in the party 
manifestos drawn up by government 
officials, and the use of draconian 
detention powers. 

“We want the right to form our own 
political parties and vote for the poli¬ 
cies and leaders we like," said Dr 
Beko Ransome-Kuti, one of the 
released activists. “We don’t want to 
be told what to do by generals. We 
want the right to have the kind of 
democratic freedoms you have in 
Britain.” Dr Ransome-Kuti. chairman 


of the Campaign for Democracy, 
wants the programme suspended and 
is trying to mobilise support for estab¬ 
lishment of a sovereign national con¬ 
ference of all political groups to 
decide the country's political system 
and constitutional future. 

However, unless the democracy 
movement can organise mass action, 
Gen Babangida will not meet their 
demands. Many Nigerians also believe 
that calls for a national conference, or 
any disruption of the established pro¬ 
cess, could give Gen Babangida and 
his military clique the opportunity to 
extend their rule again. - - 


W e know the “programme is 
a complete sham and is 
thoroughly undemocratic,” 
said one senatorial aspirant “But as 
long as Babangida continues to bead 
towards the 1993 hand-over, then 
we're prepared to play ball, no matter 
the costa. We’ve got to make sure he 
can get out if he really wants to. 
Many soldiers want their turn at 
power and money and are just looking 
for an excuse.” The pro-democracy 
movement argues that, unless the 
proposed transition is changed, any 


regime which takes over, will lack a 
democratic base and popular support, 
inevitably implode and lead to 
another coup. They say that, with the 
return of many former political 
heavyweights from the discredited 
previous civilian regime and the re- 
emergence of bitter political squabbl¬ 
ing and “money ; prtitica", the pros¬ 
pects for a credible political system 
are 

Some .even suggest tbatGen Baban¬ 
gida has designed and manipulated 
the programme to ensure that a TMrd 
Republic -would start life with a poi¬ 
soned pfo ' 

Em those who believe Gen Baban¬ 
gida will honourhfs promise to step 
down in January are looking not to 
tomorrow's ejections but to the 1996 
polls as .the first opportunity, to build , 
a democratic systenu' -. 

Questions are also being raised 
about the kind of economic situation 
a civilian, regime would inherit . A 
standby, agreement with the Interna¬ 
tional Monetary Fund UMF) is now 
almost impossible before year's end,. 


tiou of an increase in'the domestic 
price oTpetroIeum and the govern¬ 


ment’s apparent unwillingness to rein 
in rampant spending. Failure to come 
to terms with the IMFruiea out the 
possibility of a Paris Chib'ieschedub- 
ing of Nigeria’s . J31bn (£16.7bn) exter 
nal debt and wm probably mean the 
accumulation of arrears an fids year’s 
95.4b n debt-service payments. Any 
Incoming -administration wffl ftnmedfr 1 
atety be faced with severe .infernal 
and external indebtedness. . ' . . ■ " 

“Babangida’s grand dream to'retire' 
gracefully to his home, in Niger State' 
and leave behind a sew political cat. 

. tore and a sound economy is now W 
ridiculous fantasy," said'a- western .. 
d iploma t . “He's messed it up' proba¬ 
bly not deliberately, through incompe¬ 
tence and the • greed of Ms army' 
cohorts.” - ; 

ft is with great uncertainty, 'there-;, 
fore, that Nigerians will'cast their' 
votes — an uncertainty compounded- 
by the. silence on how the itonatft;, 
Armed Forces Ruling tamftciL Gen? 
Babangida’s legislative body^'wfllv 
function alongside, the'National'' 
Assembly until next Jancary- Nobody V 
' s ee m s to "be bettingon, how the 
six months will unfold, -probably tort 
.even the nation's mOhar y rulers, ^ 


Permanent 
force urged 
by UN chief 


By Robert Mauthner, 
Diplomatic Editor 


MR Boutros Boutros Ghah, the 
United Nations secretary gen- 
oral, yesterday called for the 
creation of a permanent rapid 
intervention force from 10 to 20 
UN member states as part of 
an enhanced peacekeeping role 
for the world or ganisa tion. 

Each of these member coun¬ 
tries would earmark a sp ecial 
battalion in its national forces 
for use by the UN when 
required at 24 hours’ notice. 
Such a standby force would 
not only make the UN into a 
more potent peacekeeping and 
peacemaking instrument, but 
would act as a deterrent to 
potential aggressors, Mr Bout¬ 
ros Ghali said/ 

Mr Boutros Ghali’s proposal 
is part of a plan called “An 
Agrada.for Peace" drawn up 
by him after last year’s s ummit 
of the 15-nation UN Security 
Council, on request of its then 
President, Mr John Major, the 
British prime minister, whom 
the secretary general met in 
London yesterday. 

- The report proposes a new 
four-phase strategy for dealing 
yntti threats to peace and secu¬ 
rity. In addition to preventive 
diplomacy," which would pro¬ 
vide an early warning system 
for , assessing possible threats 
to- peace, Mr Boutros Ghali 
suggests a new method ordeal- 
tog v^i sudi threats which he 

- describes as the “preventive 
.d®loymfint” of UN troops - 

UN 

forces would be seat to an area 
.to; defer hostilitfes instead of 
until after the out- 

break.af hostilities. " ' 

- Mr .Boutros -Ghali insists 
.that, if peaceftri means fan the 
.'Security, Council should use its 
po wer to e mploy military force 
.toy ro& tora; in ternational peace 
■anfl security, ft has never been 
used-- before,'not even in' the 
Gaff-Crisis, when the Council 
authorised, member states to 
actonitsbehalt- 






flleri 

[ erp 





,Jt - 






NEWS: UK 


FRIDAY JULY 3 1992 



By Philip Stephans 
andAlteonSmith 

UR JOHN MAJOR last night 
reaffirmed-his-commitment to 
theEuropean Community as 
he dismissed the views of Beir- 
oness Thatcher's as those of 
“little England" after she "used, 
her first speech in the House d 
Lords; Britain’s upper cham¬ 
ber, to launch another attack 
on the Maastricht treaty. 

He voiced criticism of his 
predecessor in a -speech 
designed to rally Conservative 
MPs behind the government's 
strategy on Europe and the 
£ economy before the summer 
parliamentary recess later this 
month. . 

The prime minister admitted 
he shared their concerns about 
the sluggish pace of economic 
recovery. But he said that the. 
government's policies had 
secured the prospect of an "end 
to inflation" during the present 


parliament: “We must'not'let 
that chahee sflp". Warning of a' 
tough round of public spending 
negotiations,-he added that Qie 
steady growth' which would; 
result from stacking to present 
policies.''' “ 

Mr Major, who had earlier 
faced-a direct atta^ froSaia^y 
Thatcher -over -hfe,:detenBHia- 
tioa to Jffess ahead With ratiflv 
cation-of .Maastricht; said he 
would keep.Britain at the cen-. 
tre of derision-making to 7 the 
European Gommtmfty.' -. 

./ hi what was taken as. a sharp 1 , 
rebuff to his predecessor, he 
added: "I-do not ward us .to be. 
little England, impoverished, 
sour -in isolation, bereft of 
hope/ianguiSMag on the side¬ 
lines of Europe,-af the -rideBnes ■ 
of history." 

His response was prompted 
by comments by Baroness 
Thatcher, wlto sdid:, “Searching 
'for a ciffinrtinn rif-~ mhaMisr H y 
.is not a'- way forward.” The 


issue, she added, appeared to 
. be being discussed on the basis 
that the Community had the 
power which it then parcelled 
out to the member states. 

- Her own proposal was for the 
government to press for a for¬ 
mal and binding restatement 
; of the Luxembourg compro¬ 
mise - under which it a coun¬ 
try feels that a vital national 
Merest is at stake, a vote is 
postponed until agreement can 
be reached. 

Lady Thatcher warned that 
as EC ministers spent more 
.time in .each other's company 
they became out of touch with 
their electors. “People leal that 
their governments have gone 
ahead too fast, so that now the 
. gap between governments and 
people is too wide," she said. 

However, she supported the 
government’s efforts to per¬ 
suade the other-EC countries 
■ of the need -for -urgency in 
enlarging the Community. 


Lamont criticised on VAT 


By Ivor Owen, 

Parliamentary Correspondent 

BRITAIN'S limited room for 
manoeuvre in opposing some 
harmonisation of indirect taxes 
in- the European Community, 
was underlined by Mr Norman 
Lamont, chancellor.in the 
Commons last ni ght. 

He faced criticism from Tory 
MPs and from Mr Gerald Kauf¬ 
man, Labour's shadow, foreign 
secretary, over his readiness to 
join with other EC finance 
ministers in Luxembourg on 
Tuesday to accept a Communi¬ 
ty-wide minimum Value Added' 
Tax (VAT) rate. 


Sir Peter TapaeH; the Tory 
MP, said' that by agreeing that 
Britain should lose its freedom 
to reduce VAT, the Chancellor 
had driven a coach and horses 
through tire/principle'off sub-’ 
sldiarity .embodied in the Maas¬ 
tricht treaty. 

To .cheers’"front Maastricht 
critics, Sir Peter argued that as 
a result Britain hart jogg con¬ 
trol over its sales tax than any 
{JS state. He maintained there - 
. was no reason why Britain 
should not be able to reduce its 
rate of VAT, and said *Tf the ; 
recession gets , worse we" may 
wish to do so to increase pur¬ 
chasing power and demand". 


.. Mr Ka ufm an seized an the 
chancellor's stance in Luxem¬ 
bourg to ridicule «*4«w*i* wwH<> 
by Mr John-Major, prime min¬ 
ister, about the importance of 
the principle of subsidiarity in 
enabling more'decisions to be 
made by national govern¬ 
ments. 

. Backed, by Labour 
cheers, Mr Kaufman con¬ 
tended that Mr Lamont’s 
decision to accept that 
the EC should be the arbiter 
for the levying of VAT pro¬ 
vided a ‘Very interesting exam¬ 
ple" of What should be done at 
European rather than national 
leveL 


■/M . 


Britain in brief 


Monica Seles overcame nine-times champion Martina Navrati¬ 
lova in three sets to reach the Wimbledon final, the only Grand 
Slam tournament she has not won. Seles defeated Navratilova 
65 6-7 6-4. She ndll face Steffi Graf who beat Gabriels Saba tint 
6-3 6-3 in the other semifinal. 

. John McEnroe beat Guy Forget in the men's Quarterfinals. In 
the wmifinal*, he will meet Andre Agassi, who knocked out 
Boris Becker. Pete Sampras will play Goran Ivanisevic 


hW 

Sky unveils 
pay scheme 
for TV soccer 

British Sky Broadcasting 
plans to introduce pay-per- 
view for Premier League foot¬ 
ball matches in two years - in 
time for the 1994-95 season. 

From next month Sky Tele¬ 
vision's sports channel will 
move to monthly subscription 
to start paying for the £304m 
Sky - BBC five year deal 
signed with the Premier 
League in May. But it Is now 
clear that Sky plans to start 
charging for individual 
matches in two years time. 

In a report to the Premier 
League as part of the success¬ 
ful bid to take top league foot¬ 
ball away from ITV, Sky Tele¬ 
vision examines the finsmc jni 
impact of charges ranging 
from £1.50 to £5 a match. 

DEGI buys 
office block 

DEGL Germany's largest open 
ended property fund, has 
bought an office building in 
Westminster for £57m from 
Norwich Union. This is DEGFs 
third acquisition of a London 
office property in a year and 
brings their total investment 
in the London market to nearly 
£148m. 

DEGI said that its decision to 
invest in London office prop¬ 
erty stemmed from the high 
yields they offered and the dif¬ 
ficulty in finding suitable 
opportunities in the former 


east Germany. DEGI has only 
made one other property deal 
outside Germany, which was 
the acquisition of a property in 
Wall Street, New York. 


Ulster talks 
set for London 

Face-to-face negotiations 
between leaders of Northern 
Ireland’s political parties and 
the British and Irish govern¬ 
ments are expected to start in 
London next week. 

The IRA, however, provided 
a reminder of the depths of the 
province's continuing “trou¬ 
bles” by admitting the murder 
of three people it claimed were 
informers for the OK security 
forces. 

The latest series of political 
talks started in April but are 
based on a programme agreed 
in March 1991. 

UK currency 
reserves fall 

Britain's gold and foreign 
currency reserves fell an 
underlying $14m last month, 
the Treasury said. The overall 
level of reserves, which 
includes debt repayments 
under the exchange cover 
scheme, foil by 3104m to reach 
345.7bn (£24bn) on June 30. 


ICI agrees 
pay increase 

Imperial Chemical Industries 
(ICI) has agreed to raise the 
pay of 19,000 hourly paid 
employees by 5.1 percent in 
the latest in a series of higher 
than average pay settlements 
at chemicals companies this 
year. It made the offer after 
union leaders and workers 
rejected a previous offer of 4.5 
per cent, which is around the 
average in UK manufacturing. 


Assuming employees accept 
onion leaders* advice to accept 
It, the deal raises the possibil¬ 
ity that they will receive more 
than 11 per cent this year. 


Tory media 
director quits 

Mr Shaun Woodward, the Tory 
party director of communica¬ 
tions. said he was standing 
down. He said he wanted to 
consider his options before 
deciding on his next career 
move. He was widely criticised 
earlier this year for the Toiy 
party's lacklustre election cam¬ 
paign, but widely praised by 
party leaders for his role in 
securing victory. 

Canary Wharf 
denies cuts 

The a dminis trators to Canary 
Wharf, the insolvent office 
project in the London Dock¬ 
lands, have rebuffed criticism 
that the maintenance stan¬ 
dards of the complex were slip¬ 
ping. In a letter to tenants, Mr 
Alan Bloom, one of the joint 
administrators from Ernst & 
Young, said there had been no 
cuts in the project's mainte¬ 
nance s taff. But he said it was 
inevitable that at any particu¬ 
lar time there would be items 
of maintenance outstanding. 


Christie’s sells 
dinosaur egg 

There appears to be nothing an 
auction house cannot sell. 
Christie's South Kensington 
has sold a 70m year old fossi¬ 
lised dinosaur egg for £5500. 
The i8.2cm long egg is 
assumed to have come from a 
sauropod dinosaur Hypselosau- 
rus - and. some might be inter¬ 
ested to learn, from the Maas- 
trichtian period. 


i Inquiry , seen as vindication of market views ■ Tripartite governing structure proposed U ‘Lax’ approaches attacked U Anger over voting 


Lloyd’s professionals welcome reports Court rules out 
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By Andrew Jack and DavM Owen "." 

PROFESSIONALS in the Lloyd’s 
Insurance market yesterday wel¬ 
comed the findings of the Walker and 
.Morse inquiries and endorsed their 
recommendations for reform. . 

Many were still digesting the can-' 
tents of the reports which were, 
released in the morning after newspa¬ 
per leaks over the previous two days. 
Most concentrated on the Walker 
report, which concluded that there 
was no evidence of fraud in the opera¬ 
tion of the market They saw ft as a 
vindication of their own views. . 

Those working in the market con¬ 
ceded that the standards cf same indt 
vlduals and companies had fallen; 
below acceptable levels. 


Mr. Stephen Merrett, chairman of 
Merrett Holdings, the underwriter, 
said: Tt has been more, apparent how - 
much the market is damagwd by the 
actions ~of a few.” 

. Mr Robin Warrender, managing 
director of London Wall Holdings, an 
agency group, said: “Manffestiy some 
agents' standards of competence have 
been woefully inadequate * . 

■. Mr Terry Hayday, chief executive of 
Sturge Holdings, the managing 
agency, said:-“We jare pleased there 
was no-evidence of fraad. It's a relief 
to aJL of ns, Thp concfesions dr aw n 
are the right ones:" 

He supported the: recommendations. 
“They will be .welcome,” he said. 
“They can do liifle else-tinm improve 
the professionalism in the .market I 


fully expect the pendulum of regula¬ 
tion to swing from a relatively relaxed 
regime to a much tighter one." 

But ha added a note of caution: “We 
have to ensure that the commercial 
and entrepreneurial «lrin< of the mar¬ 
ket are not killed and do not add to 
the costs of the market" 

Mr Paul Archard, chairman of 
Lloyd’s Underwriting Agents Associa¬ 
tion,. said the allegations of fraud 
“were always a nonsense”. He critic¬ 
ised the reaction of some groups of 
Nantes - individuals whose assets 
underwrite the market - which had 
called the Walker report a whitewash. 
“That really is a joke," he said. “Sir 
David has the utmost integrity." 

Mr Archard said he strongly sup¬ 
ported the calls in the report for peer 


review and echoed Walker's conclu¬ 
sions that the standards of some pro¬ 
fessionals were too low. *lt would be 
ludicrous after the 1989 results to say 
otherwise than that some people fell 
below the highest standards." he said. 

Mr David Howland, who chaired the 
task force into the governance of 
Lloyd’s which reported earlier this 
year, said: T make no secret of the 
fact that the best [professionals] are 
very good and the bad ones are bloody 
, awfuL Walker’s conclusions come as 
no surprise." 

Of the Morse report, he said it was 
“inconceivable that a sensible man 
could think otherwise" than to sepa¬ 
rate governance of the market from 
its manag em ent 

At Westminster, where MPs had the 


opportunity of questioning Sir David 
in a 45 -minu te meeting, there was a 
mixed reaction to the reports. 

Mr Richard Page, a member of the 
Conservative backbench trade and 
industry committee, said it was 
important that all proposals could be 
implemented without the need for 
new legislation which would not have 
been enacted until 19%. The approval 
in principle of the Lloyd’s Council - 
the market's ruling body - was "a 
marvellous step forward": 

Ms Marjorie Mowlam, Labour's 
voice on City affairs, criticised Sir 
David for accepting a brief that did 
not address the most serious prob¬ 
lems. but said the report's conclusions 
indicated the failure of the present 
regulatory struc t u re. 


Coleridge pressed Morse urges smaller council 
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By Mlctuwl Cassell, 

Business Correspondent . 

MR David Coleridge, chairman 
of Lloyd’s, was criticised yes¬ 
terday for suggesting that 
Names unable to attend the 
extraordinary general meeting 
on July 27 were unlikely to get 
a postal ballot ' 

Lloyd’s governing council 
faces votes of no confidence 
at the meeting, following the 
disclosure of £2bn losses in 
1989. 

Several Names attending the- 
.innirai conference of the Asso¬ 
ciation of Lloyd's Members 
demanded that arrangements 
for a postal ballot were imple¬ 
mented for the many people 


who would be unable to attend 
" the meeting. 

One overseas-based Name 
said the council would be mak-. 
fojra “grievous mistake” if it 
a large , num¬ 
ber of members from taking 
part in a crucial vote^ 

Mr Coleridge said he could 
not give ah immediate answer. 
He was taking legal advice and 
consulting the Electoral. 
Reform Society, although the 
position would, not be resolved 
for another week. 

He suggested that there was 
.insufficient time to organise a 
postal ballot, which would be 
costly, lengthy and potentially 
damaging to the: standing of 
Lloyd’s.' 


By DavM Batchard 

L V. . - . 

THE COMMITTEE headed by 
Sr Jeremy Morse proposes a 
.new tripartite governance 
structure for Lloyd’s; with the 
ruling.council cut from 28 to 
14, a 14-member regulatory 
board and a 16-member market 
board handling business deci¬ 
sions. 

To maintain its preeminence 
in the insurance world and 
grow in size and strength, 
Lloyd's needs to handle more 
businesses centrally, says the 
Morse report, published yester¬ 
day. 

It says there is insufficient 
focus on one forum and too 
little sense' of ownership by the 
market practitioners of the 
executive bodies acting on 
their behalf. 


The report Bays the council 
needs revised toms of refer¬ 
ence which explicitly require it 
to safeguard the interests of 
Names and policyholders. The 
terms of reference would cover 
only functions ft cannot dele¬ 
gate, such as legislation, disci¬ 
pline and special meetings of 
members - along with some 
overall budget responsibility. 

The reshaped council should 
have six working members, 
four nominated members and 
four external members and 
should meet less often than at 
present, says Morse. External 
members of the council should 
be paid about €15,000 a year. 

All business issues should be 
debated and decided on in a 
Lloyd’s market board which 
would take business decisions 
and absorb the role of the 


Business Issues Committee. 
Morse also says that: 

• Members of the board 
should be elected by the mar¬ 
ket 

• The board would lead the 
market decide on central busi¬ 
ness strategy issues, decide on 
major investments in new trad¬ 
ing methods, set standards and 
maintain the capital base. 

• The board would have a 
full-time rhief executive officer 
taking a team of executives. 

• Market associations for dif¬ 
ferent sectors would continue, 
but a single market association 
should be set up which would 
nominate members to the 
Lloyd’s Board. 

• The market board should 
act in close consultation with 
representatives of Lloyd’s bro¬ 
kers. 


The report recommends that 
Lloyd’s regulatory council 
should be distinct from the 
bodies serving the business 
interests of the market 

The market board would be 
responsible for recovering 
costs from the market but its 
proposals on central charges 
on members would go to the 
regulatory council for final 
decision. 

The report says the full 
restructuring of Lloyd’s could 
take several years, but a tran¬ 
sitional structure is recom¬ 
mended as a matter of 
urgency. 

The present post of chief 
executive should be succeeded 
by two posts, the chief execu¬ 
tive office of the Lloyd’s mar¬ 
ket board and a head of regula¬ 
tion for the regulatory council. 


By Andrew Jack 

LLOYD'S of London yesterday 
won a landmark decision in 
the High Court that it has no 
specific legal responsibility to 
look after the interests of 
Names. 

Mr Justice Gatehouse ruled 
that Lloyd's had no “duty of 
care" in a case brought in the 
name of Ashmore and 32 other 
plaintiffs who were Names on 
the now defunct Oakeley 
Vaughan syndicates. 

The decision will make 
extremely difficult any further 
attempts by Names who have 
lost money on syndicates to 
seek compensation from 
Lloyd’s in its role as regulator 
of the market. 

However. Mr Michael Free¬ 
man, solicitor for the Names, 
said after the decision that he 
had already met some of the 
p laintiffs and there would be 
an appeal. 

The judge’s decision rested 
on several issues concerned 
with the scope of the 1911 
Lloyd's Act. the principal legis¬ 
lation by which the market 
was constituted until a new act 
was passed in 1982. 

He ruled that while Lloyd's 
had duties to regulate and to 
act fairly, it did not have a 
specific duty of care to Names. 
He also clarified that the 1982 
Act - which specifies the 
duties of Lloyd's more pre¬ 
cisely - came into effect 
as soon as it received 


Royal Assent in July 1982 

Lloyd's said yesterday it waf 
“very pleased" with the deci 
sion. But it added “This wili 
not affect Jour] continuous 
determination to regulate the 
market in a way that is botfc 
fair to members and allows the 
business to prosper." 

Nevertheless, it said it had 
always recognised the obliga¬ 
tion to deal fairly with mem¬ 
bers of Lloyd’s in the exercise 
of its regulatory powers. 

One plaintiff, who did no( 
want to be named, said: “The 
general move among us is tc 
carry on. This is definitely 
going to be appealed. It's a bad 
day for Lloyd’s. Lloyd’s plead¬ 
ing that it has no duty of care 
means Names have absolutely 
no redress at all and are abso¬ 
lutely unprotected." 

He said many members' 
agents and managing agents 
were no longer taking out pro¬ 
fessional indemnity insurance. 
Combined with Lloyd's lack oi 
duty, that meant Names had 
none of the compensation 
mechanisms available to inves¬ 
tors in other regulated indus¬ 
tries. 

“This ruling must seriously 
affect any Names thinking 
about the future," he said. “It 
means Lloyd’s can have an 
investigation, keep the report 
secret and Names have no 
redress." 

Another plaintiff said he was 
considering taking Lloyd's to a 
European court. 


Walker demands tough action to improve standards 


By Richard Lapper 

SIR DAVID WALKER, who was 
described by Mr David Coleridge, 
the chairman of Lloyd’s, as “so 
white, that snow-white looks dirty", 
has delivered his verdict os the 
insurance market 

Although Sir David's 68-page 
report clears Lloyd's of any conspir¬ 
acy or fraud, it provides an exten¬ 
sive list of shortcomings and is seri¬ 
ously critical of the market’s 
profes si o nalis m and regulation. 

It also calls for far-reaching 
reforms to usher in greater disclo¬ 
sure, more pro-active regulation 
and more professional business 
practice.- 

About half the report is devoted 
tO a Sflfl robing lamination of the 
LMX spiral reinsurance market - 
in which Lloyd's syndicates and 
other companies reinsured each 
others' catastrophe fosses. 

Losses from about a dozen spiral 
syndicates- have left Names fe e i n g 
some of their heaviest tosses, but 
the committee "did not in Its own 
investigations form a view that 
there was any fraud or conspiracy 
to disadvantage particular groups of 
Names or to advantage others'’. 

Corporate reinsurers also lost 


substantial sums from spiral busi¬ 
ness, says the report. The develop¬ 
ment of the LMX market was not 
improper and was “wholly explica¬ 
ble in terms of commercial factors 
and judgments". 

The committee'found “no basis ou 
which LMX spiral business would 
sensibly be regarded as other than 
insurance business” and tire report 
rejects allegations of “churning” - 
that some LMX contracts were 

Development of 
the LMX spiral 
market was 
“wholly explicable” 

agreed merely to generate broker¬ 
age commission, 

"The committee believe that 
active underwriters on several of 
the loss-making syndicates were 
heavfly influenced by LMX brokers. 
But, in the absence of any evidence 
of impropriety on the part of these 
brokers, the committee believes 
that responsibility rests - and 
should continue to rest - with: 
active underwriters." 

. But the report says the level of 


brokerage commission is "quite 
unrelated to the scale of effort and 
risk involved". 

The report is highly critical of 
"standards of professionalism, care 
- and diligence on the part of a num¬ 
ber. of members’ and managing 
agents and active underwriters” 
: which were “materially below best 
practice". 

The approach to fiduciary respon¬ 
sibilities, in the case of several 
members' agents, is described as 
“lax, with an unattractive appear¬ 
ance of preferenring of brokers and 
of members', agents themselves in 
some cases” 

Equally, the report says, “we 
were unimpressed by standards of 
performance achieved by some 
manag in g - agents and believe that 
what proved to he seriously flawed 
underwriting judgments might have 
been constrained if active under¬ 
writers had been subject to more 
effective control by their managing 
agents.” 

The roTTimlttPe found that “cer¬ 
tain aspects of regulatory policies” 
were “at any rate with hindsight, 
insufficient to identify shortcom¬ 
ings in performance and concentra¬ 
tions of exposures in a timely way”. 

Premium income monitoring - 


under which Lloyd's places a limit 
on the amount of premiums a syndi¬ 
cate can underwrite - was inade¬ 
quate to constrain the high-risk 
exposures underwritten by spiral 
syndicates, says the report 

Syndicates specialising in catas¬ 
trophe business became too highly 
“geared", with their potential liabil¬ 
ities far outstripping the sire of 
their capital base. 

The committee found evidence 
that insiders had obtained better 
returns than outside Names. Insid¬ 
ers - Names with jobs with agen¬ 
cies and brokers on the market - 
had "tended overall to fare better 
than external Names”, though not 
“in general and to most years, on 
an immodest scale given [their] 
inevitably superior market know¬ 
ledge”. 

Working Names, and in particular 
directors of Lloyd's brokers, have a 
greater share of the capacity of 
more profitable syndicates than 
their share of total Lloyd's capacity, 
says the report 

New capacity has been allocated 
similarly, in part reflecting the rela¬ 
tive ease of access of existing 
Names on a syndicate to new capac¬ 
ity sought by that syndicate. 

to contrast working Names were 


proportionately under-represented 
on the 10 LMX syndicates which 
have suffered the worst losses. 

Overall, directors of members’ 
agencies have enjoyed better 
returns - particularly in 19® - 
than the external Names repre¬ 
sented by their agencies, although 
this was not the case for all mem¬ 
bers' agents. 

Sir David recommends 18 reforms. 
Among the most important propos¬ 
als are: 

• Lloyd’s should take a pro-active 
regulatory stance, setting tougher 
standards for agencies and under¬ 
writers and ensuring that regula¬ 
tory breaches are pursued more vig¬ 
orously. Compliance standards 
should be more adequately moni¬ 
tored. In the LMX market in partic¬ 
ular, closer regulatory attention 
should be paid to syndicates that 
are regarded in the market as writ¬ 
ing “soft” business. 

• Lloyd’s should make more use of 
its powers to register and deregister 
agencies. There should be tougher 
registration requirements for mem¬ 
bers' agents, possibly introducing 
limited-term registration reviewed 
annually. 

• Increasing the onus on members’ 

agents to ensure fairness to syndi¬ 


cate allocation and to promote stan¬ 
dards of advice and protection for 
Names comparable with those for 
private investors under the Finan¬ 
cial Services Act 

• Mandatory provision for peer 
group review through managing 
agents of the plans, policies and 
performance of every active under¬ 
writer. It says these proposals “go 
with the grain” of existing best 
practice to be found in the market 

Standards were in 
some cases found to 
be “materially below 
best practice” 

“The challenge for Lloyd's is to 
ensure that the standards of the 
rest are consistently brought much 
closer to the standards of the best”. 

• Improvement in the quality of 
information held centrally by 
Lloyd’s, with data published annu¬ 
ally on syndicate performance and 
changes in syndicate capacity by 
category of Name “on the following 
minimum breakdowns” - directors 
of group boards and managing 
agents; directors of members’ 


agents; directors of brokers; other 
active working Names, retired 
working Names; relations of Names 
in all these categories and non- 
workfog Names. 

• Syndicates to publish annually 
changes to participations by direc¬ 
tors of agencies. Members' agents 
should not accept offers of new 
capacity to them or to any of their 
Names unless that capacity is to 
allocated equally among all their 
Names. 

• New ways to assess the risk. 
“We believe there is room for 
Lloyd's to develop techniques in 
this respect in line with developing 
management practice among lead¬ 
ing corporate reinsurers." 

• Limits on the proportion of high- 
risk business a Name can write. 

• Lloyd's should commission a 
“volatility analysis and risk assess¬ 
ment aimed at the development of a 
set of risk weights for different cate¬ 
gories of business". 

• An upper limit on the proportion 
of the total capacity of individual 
Names that might be written in 
specified high-risk categories. 

Report of an Enquiry into Lloyd’s 
Syndicate Participations and the 
LMX Spiral Lloyd's of London, l 
Lime Street. London ECi. 
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Franchise system expected to revive era of private railway companies Recovery fCRES fuelled by 

British Rail faces regional sell-off slowdown in headhunting - 

° . -;-meat agencies. InterBx*: 


By Richard Tomkins, 

Transport Correspondent 

THE imminent policy 
document on the privatisation 
of British Rail, the state rail 
network, is expected to pave 
the way for a re creation of 
several historic private railway 
companies such as the old 
Great Western Railway. 

The plans partly take on 
board the desire expressed by 
Mr John Major, the prime min¬ 
ister, to see a revival of the 
pride and loyalty attaching to 
the four big regional railway 
companies that existed imme¬ 
diately before the 1948 nation¬ 
alisation. 

But the policy document is 
also expected to reflect present 
day realities by basing the divi¬ 
sion of the passenger railway 
on the 19 so-called profit cen¬ 
tres recently established by BR 
as part of a massive internal 
restructuring. 

The result of this smaller 
sab-division of the network 
will be to take the structure 
fiirther back in railway history 
to the days of the smaller com¬ 
panies that existed before the 
big regional companies were 
created in 1923. 

The private sector will be 
invited to bid for franchises to 
run the services now being 
operated by the profit centres. 
Examples of main line fran¬ 
chise areas include the former 
Great Western lines from Lon¬ 
don Paddington to the 
south-west, and the former 
London Midland & Scottish 
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Ministers accept privatisation is 

Railway lines out of London 
Euston to the north-west. 

On Network SouthEast south 
of the Thames, the three fran¬ 
chise areas are expected to 
coincide almost exactly with 
the routes once operated by 
the London & South Western 
Railway, the London Brighton 
& South Coast Railway and the 


on a slow trade high speed Intercity 

South East & Chatham Rail¬ 
way. 

The whole track infrastruc¬ 
ture including signalling is to 
remain in BR’s ownership. Fur¬ 
ther, it now emerges that com¬ 
panies wanting to run their 
own trains on BR’s tracks 
could find it diffi cult to get 
access because BR and its ban- 


trains at King's Gross yesterday 

chisees will enjoy “grandfather 
rights" to all train paths in the 
existing timetable. This moans 
that any slots left over for 
independent train operators 
such as Virgin will almost by 
definition be the least desirable 
ones. 

Ministers acknowledge, how¬ 
ever, that privatisation is on a 


slow track, particularly in the 
wake of the big losses 
announced this week by Brit¬ 
ish Rail. Only a minority, of 
passenger services are expec¬ 
ted to be franchised within the 
five-year life-time of the car- 
rent parliament. 

The lines likely to be fran¬ 
chised first are those where 
substantial investment has 
taken place, such as Network 
SouthEast” s Thames and Chfl- 
tem services. Others awaiting 
investment are likely to stay in 
the public sector indefinitely. 

Ministers acknowledge that 
uncertainty over the prospects 
for privatisation will linger 
beyond the summer because 
the white paper will not tackle 
the crucial issue of how private 
train operators will be charged 
for the use of BR’s tracks. 

Instead, track charges will be 
the subject of a separate report 
later this year. But ministers 
are making it fflaar fhflt the 
government will not be pre¬ 
pared to subsidise them. 

On the other hand , subsidies 
for socially necessary train ser¬ 
vices will continue. Commuter 
teres will also remain subject 
to political control, with the 
government compensating 
operators for loss of potential 
revalues. 

The government also plans 
to introduce a system of grants 
for the provision of railway 
infrastructure where .it can be 
shown that investment pro¬ 
vides benefits of greater value 
than can be captured through 
the fare box. 


Stockbrokers told to tighten self-regulation 


By Nonna Cohen, 

Investments Correspondent 

THE City’s self-regulatory system must 
demonstrate its ability to get tough 
with its members following the Maxwell 
affair or face being replaced with a hos¬ 
tile watchdog, according to the chair¬ 
man of self-regulatory body for the 
stockbroking industry. 

"Self-regulation is under attack from 
the media and from Parliament," said 
Mr Christopher Sharpies, chairman of 
the Securities and Futures Authority. 
"In a sense, we are in the Last-Chance 
Saloon for self-regulation.” 

Mr Sharpies remarks were made as 


the SFA unveiled its report and 
accounts for 1991/92 showing the group 
bad begun 23 disciplinary proceedings 
in that year and imposed fines on mem¬ 
bers of just over £lm. 

Revelations about City firms' connec¬ 
tions with the theft of over £400m from 
pension funds controlled by the late Mr 
Robert Maxwell, even if those firms had 
no knowledge of the theft had brought 
the entire regulatory structure into 
question, he said. 

Separately, it has emerged that SFA 
is considering disciplinary proceedings 
against four of its members named in a 
writ issued by? in connection with the 
disappearance of £88m from the Mirror 


Group Newspapers Pension Scheme. 
The four are Capel-Cure Myers, Lehman 
Brothers International, Bank of Amer¬ 
ica and Credit Suisse. 

The writ alleges that the firms should 
have been suspicious about transac¬ 
tions they effected for up to a year 
before Mr Maxwell's death. Also, the 
writ alleges that at least some months 
before he died, some of the firms sus¬ 
pected that assets were being diverted 
from the pension schemes. 

SFA may take a wide range of actions 
in disciplining a member ranging from 
censure to barring it from all or part of 
Us securities activities. 

Mr Sharpies said that so Car, self-regu¬ 


lation has proven to be more successful 
than its critics acknowledge. The sys¬ 
tem prevents regulation from becoming 
a bar to innovation and is crucial to the 
UK’s success in providing fmandai ser¬ 
vices in a competitive global market^ie 
said. 

If Britain's retail finanrfui service 
com panies tell to agree on the forma¬ 
tion of a new, integrated self-regulatory 
body for their own businesses, political 
pressure to scrap the current s y stem is 
likely to arise, Mr Sharpies said. Cur¬ 
rently, the firms are considering the 
formation of a new body, the Private 
Investors Authority, to replace two cur¬ 
rent self-regulatory bodies. 


By Peter Marsh, 

Economics Staff 

A SHARP tell in damand for 
managers to fill senior posi¬ 
tions in industry, shown up in' 
figures released yesterday, has 
added to fears about a stalled 
recovery. 

According to a survey by 
InterExec, a recruitment con¬ 
sultancy, the number of top 
jobs in UK industry for which 
headhunters are seeking candi¬ 
dates declined by 12 per cent in 
the second quarter of this year, 
compared with the equivalent 
period in 199L ■’ 

The study also indicates that 
overseas companies are step¬ 
ping up their effiwts to recruit 
executives based in Britain, 
taking advantage of the 
UK jobs market. 

The figures apply to jobs at 
director, level, at; an average 
salary of £50,000. Efforts to fill 
such positions through “execu¬ 
tive search’ methods are con¬ 
sidered a good indicator of 
companies’ sales prospects. 

Although the year-on-year 
change may have been dis-; 

City watchdog 
not to publish 
Maxwell report 

By Nonna Cohen 

THE SECURITIES and 
Investments Board, the City's 
chief watchdog, said yesterday 
it will not publish the text of a i 
long-awaited report on regula¬ 
tors’ responsibilities in the 
Maxwell affair.. 

“SIB has been advised that i 
publication of the full report 
could prejudice pending legal 
proceedings.” SIB said. Instead, 
it will publish a statement set- j 
ting out its assessments ofreg- I 
ulators’ roles and outlining’ 
actions it is taking. 

It will also publish conclu¬ 
sions of a report by Imro, the. 
self-regulatory body for the 
f und ma na g ement- industry, 
about its own role in the mat¬ 
ter. 

Imro authorised and super¬ 
vised two Maxwell controlled 
companies which managed 
nearly £ 800 m of pension funds 
from other Maxwell companies- 


The number of receiverships 
and a dminis tration orders 
for June was down on the 
same time last year for the 
fifth consecutive month, 
according to figures collated 
by accountants Touche Boss. 

There were 412 appoint¬ 
ments of administrators in 
En gland, Wales and Scotland 
to June, compared with 483 
in June 1991. The number of 
appointments rose from 358 
tn May, the fourth consecu¬ 
tive month in which the fig¬ 
ures had fallen and the 
lowest number for 18 
months. 


totted by tiae large increase in 
recruitment tn the second 
quarter of 1991, after the end of 
the Gulf war. they will 
heighten anxiety that the 
upturn is running out of 
steam. In the first quarter, 
vacancies showed a 14 per cent 
year-on-year increase. 

The survey is based on infor¬ 
mation collected from about 
1,000 employers and recruit¬ 


ment agencies. InterExec 
believes the study , covers 
between a third and a half of 
all vacancies being filled by 
non-advertising tec hn i q u e s.. 

According to the survey, 
between April and June Brit¬ 
ish-based companies were try¬ 
ing to fill 1,307 vacancies by 
headhunting, compared with 
1,480 in the equivalent period 
last year. For the first six 
months of this year, vacancies 
were 2334. just 0.7 per cent up 
on the 2312 recorded last tuna 

As for overseas vacandes for 
which British managers were 
being sought, the number 
United to 274 in the second 
quarter, 40 per cent up on the 
195 recorded for the same 
period in 1991. In the first quar¬ 
ter, such vacancies also 
showed a 40 pier cent rise. 

Thera was stronger demand 
in the second quarter for exec¬ 
utives in computing and 'retail¬ 
ing, while demand for manag¬ 
ers in personnel, building, 
general management and 
research all fell. Wales and the 
south-west were the only UK 
regions where vacancies rxwa 


MEP may face UK 
trial over expenses 


By Robert Rica, 

Legal Correspondent 

MR LESLIE Huckfieid, the 
former Member of the Euro¬ 
pean’ Parliament. (MEP) 
accused, of fiddling his parlia¬ 
mentary expenses, can be tried 
in the English courts, the High 
Court ruled yesterday. 

The Court reversed an ear¬ 
lier ruling which held that the 
case would have infringed the 
sovereignty of the European 
Parliament had it been allowed 
to proceed. 

Presiding over the case. Lord 
Justice Leggatt said, member 
states were entitled to prose¬ 
cute an MEP rfor dishonestly 
obtaining expenses from the 
Strasbourg Parliament- The 
issue involved was dishonesty 
which was capable of being 
tried in a national court 
. The Court refused to refer 
the matter to the’European 
Court of Justice in Luxem¬ 


bourg for a definitive ruling. 
Mr Huckfieid said he would 
now seek leave to appeal to the 
House of Lords. 

The High Court's decision 
could bring it into conflict with 
the President of tire European 
Parliament, Mr Egon Klepsch. 

. Mr Kigjwrfi rfaftns questions 
relating to expenses of MEPs 
are a matter for the “internal 
functioning” of the Parliament 
.and that any review by the 
criminal courts of a member 
country conducted without the 
parliament's consent would 
“constitute an interference". 

But the High Court rejected 
this argument 

Mr Huckfieid, a former 
Labour minis ter who served as 
as an MEP until 1989, faced 
two charges of obtaining 
expenses by deception. 

The Director of Public Prose¬ 
cutions' office said It would 
now consider whether or not to 
launch a new prosecution. 



WERE 
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RELIED 

ON 
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RIYADH 
TO RIO. 


The Financial Times is a 
regular part of the working 
day in over 160 countries 
around the world- So 
wherever your business 
takes you. rely on the 
FT to stay in touch. . 
Any problems call the FT 
Copyline on 49 69 15685150. 


Northern Bank is the premier Financial 
institution in Northern Ireland and as 
part of National Australia Bank Group - 
one of the world's major Banks - offers 
companies investing in the Province the 
services of a vast international network. 


Northern is principal banker to the 
majority of top companies in the 
Province, it has a unique knowledge 
of the market place as well as a wide 
and innovative range of products. 


Through Corporate Banking Centre we can 
offer customers the full range of corporate 
services from one source. Corporate 
Banking Managers work closely with 
Northern’s Treasury and International 
operations to provide swift responses 
and solutions to the highly complex 
problems which invariably arise in 
international trade and finance. 

So if you're interested in Investing In 
Northern Ireland call Northern Bank. 
Corporate Banking Centre at: (0232) 245277. 


Dollar Investment Package 


A new investment 
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Please send me die prospectus on the Dollar Investment Package. 
Name 


25 years experience in private banking.- Customers in more than 150 countries. 
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KEEPING YOU ONE MOVE AHEAD. 

Issued by Northern Bank Limited, a member of IMRO. 


DENMARK 


The FT proposes to publish this survey on ‘ ’ 

October i 1992. 

54% of Chief Executives in Europe's largest companies read the FT * 

If you want to reach this important audience, along with decision makers 

worldwide call 

... Ema.Pio 
Tel: +45 33134441 
Fax: +45 33935335 
orwritetoherat. . .-- 

Vimmelskaftet 42A, - DK.- L161 Copenhagen K, Denmark . 

Data sourced Chief Exeeuiira fa Europe 199Q. .. ... 
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Tyn< Bridge: the East Quayside area exudes an air of neglect 


linging to .the steep slopes 
of. the river batik, Just 
downstream from the 
Tyne Bridge in north-east 
England, is Newcastle's most spec¬ 
tacular development site. In spite of 
the grandeur of the setting, the East 
Quayside area exudes a melancholy 
air of neglect. After decades of 
decline, today the river banks -are - 
home to dilapidated warehouses 
and ballast heaps. 

But East Quayside has now 
received a potential shot in the arm. 
Last week, AMEC, a construction, 
engineering and development 
group, signed an agreement to build 
123,500 sq ft of offices on the west¬ 
ern edge of the site. 

This is the first phase of a £180m 
scheme which could lead to the con¬ 
struction of 200 flats and houses, a, 
five-star hotel, 324,000 sq ft offices 
and 135,000 sq ft of shopping on the 
25-acre site over the next 10 years. 

The development has attracted its 
fair share of criticism and praise. 
Local politicians say the master¬ 
plan is misdirected in terms of rege- 
. Derating the area, while the Royal 
Fine Arts -Commission has 
described the scheme as “an exem¬ 
plar for other city regeneration 
schemes". 

The signing of the deal last week, 
in a restored sailors’ chapel on the 
site, was described as an "historical 
moment” by Mr Alastair Balls, the 
chief executive of Tyne a nd We ar 
Development Corporation (TWDC). 
Mr John Redwood, the UK minister 
for inner.cities said- of the scheme: 
“A vision of the future... taking 
Tyneside into the next rnfflennimn.” 

- Besides dwelling on the scheme's 


of northern light on Tyne 

Vanessa Houlder on regenerating Newcastle’s inner city 


development potential, Mr Redwood 
also acknowledged that the develop¬ 
ment must have a social dimension. 
*Tt must work for the community as 
weUL There must be jobs and train- 
. ing for people who live nearby.” 

Mr Redwood’s comment touched 
upon an issue which is dominating 
the national debate about urban 
regeneration: namely how to ensure 
the social as well as physical regen- 
. eration of an inner city area. 

The problem was summed up by 
the House of Commons employment 
committee in 1988. “Urban develop¬ 
ment corporations cannot be 
regarded as a success If buildings 
and land are regenerated but the 
local community is passed by and 
does not benefit from regeneration.” 

The government's opponents 
believe that its urban regeneration 
strategy has failed that test "The 
problem, has been that the policy is 
entirely based on property develop 
meat rather than investment in the 
residents of the areas concerned or 
in creating businesses,” says Mr 
Bryan Gould, Labour’s environment 
spokesman. 

Since 1987 urban development 
corporations have spent £2bn 
throughout the country on what 
critics describe as “worthless flag¬ 
ship projects” that have done noth¬ 
ing to regenerate Britain's manufac¬ 
turing base. There is also little 
evidence, they add, to support the 
idea that the wealth created by 
bringing offices or tourism to a 
run-down area 'trickles down” to 
local nnmmiiTiTHg^ 


Newcastle provides a vivid illus¬ 
tration of the challenge facing those 
concerned with the problem of 
urban regeneration in the UK. 
Indeed, the need to improve the lot 
of the residents of run-down areas 
was underlined by the riots last 
September in the west end of New¬ 
castle and the Meadow Well estate 
in North Shi elds. 

Many of TWDC's development 
sites are surrounded by some of the 
most deprived housing sites in New¬ 
castle - a fact which graphically 
reminds the corporat ion o f its social 
responsibilities. The TWDC has had 
some success in creating manufac¬ 
turing jobs. At the Royal Quays, a 
large development site in north 
Tyneside, Twinings, a tea packag¬ 
ing company, has put up a 90,000 sq 
ft plant, which will employ 270 peo¬ 
ple when it opens In the summer. 

But elsewhere, some of the pro¬ 
jects undertaken by the TWDC pro¬ 
vide little suitable work for the 
local workforce. Historically, a third 
of Tyneside's workforce has been 
employed in the coal, steel or ship¬ 
building industries. The manual 
skills associated with these indus¬ 
tries do not transfer well to service 
industries. The difficulty for the 
corporation Is that it is easier to 
attract office users than industry to 
inner cities. 

the absence of new manufac¬ 
turing employers, the work of the 
TWDC therefore risks unde rlining 
the divisions between the haves and 
have-nots. 

St Peter's Basin, a marina project 


developed built by Barratt at a cost 
of £27m with an £llm contribution 
from the TWDC. is a case in point. 
The corporation argues that this 
development, on an old industrial 
site, helped change the image of the 
river-side. However. St Peter's 
Basin has been described by locals 
as an anomalous enclave of prosper¬ 
ity sitting in the shadow of one of 
Newcastle's roughest estates. 

Consider also the case of Newcas¬ 
tle Business Park, which is situated 
on a landscaped development built 
on the former Vickers armaments 
factory site on the bank of the 
Tyne. The TWDC sees the park as 
an "outstanding success" having let 
95 per cent of its space In 18 
months. Yet the park is still a short 
distance away from a housing 
estate where unemployment is rife 
and which has secured little in the 
way of new jobs as a result of the 
park. 

The corporation realises that 
something has to be done for local 
communities. And it has acted. It is 
helping to fund social housing to 
provide more than 600 homes. It 
also gives grant aid for community 
schemes and prorides funding to re¬ 


train people formerly employed in 
the shipping and coal industries. 

However, as the TWDC's Mr Balls 
says, the increasing emphasis on 
the social dimension of urban 
regeneration should not distract 
from the need for investment and 
jobs. Empowerment of local commu¬ 
nities, he says, has little meaning 
without the prospect of jobs. 

This view is shared by North 
Tyneside Council. It has put in a bid 
to win a share of the £750m avail¬ 
able under the government's City 
Challenge urban regeneration 
scheme to rebuild the Community 
Centre on the Meaduwell Estate and 
install infrastructure on an adjacent 
industrial estate. According to Mr 
John Foster of North Tyneside 
Council, the two elements - social 
and employment - must he com¬ 
bined. "Our view is that one with¬ 
out the other has been tried without 
success since the 1970s,” he says. 

Tlte lesson of urban regeneration 
in the 1980s is that merely attract¬ 
ing private investment to inner 
cities is not enough, if it does not 
create the right type of jobs. In spite 
of the partial success of the 1980s in 
transforming inner cities, urban 
regeneration is likely to remain as 
big a problem in the decade ahead 
as it was in the decade past. 
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Retail 

Office 

Industrial 

Aft Properties 

Year to May 92 

-1.2 

-12.3 

-3.6 

-6.1 

Quarter to May 92 

-0.5 

-3.9 

-1.8 

-2.0 

Month of May 92 

■0.1 

-1.0 

-0.7 

-0.6 


Source Inraatmanr Property DatatUHM 


INTERNATIONAL PROPERTY 


FOR SALE 

HOTEL ROYAL PLAZA 

of Watt Oisney World ViHage 
_ Orlando, Florida 

396 Room First Class Hotel 
Vacant Possession Sale 

• Cafe, Restaurant and Bar 

• 1,300 m 2 Meeting Facilities 

• Swimming Pool and Hat Tub 

• Tennis Courts 
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COMPANY NOTICES 


• . • INFORMATION MEETING . . 

-JULY.2L1992 / 

FOR THE HOLDERS OF v . 

U-S.$75,000,000 11-1/8% SENIOR DEBENTURES 

. - OF ’ *. ' ■ • • 

BRAMALEA LIMITED 


One Queen Street Etat 
Toronto, Ontario 
M5C2Y9 

jftn information meeting for the holders of the ou islanding U.S. S75.000.000 
{principal amount of II- 1/8% Senior Debentma due Augon 15, 1992 (the 
f!992 Debentures") of Bramalea Limited.(the; ’’Corporation"), will be held 

k' . 

Inn on the Park _ 

IlamHlon Place 

Park Law . 

London, England IVJA 1AZ 

on Tuesday, the 21st da j oT July, 1W2 *410: Warn. (local ttaw) 

at which meeting the Corporation will make a presentation toholdera of 
. 1992 Debentures as to hs financial condition and the sums of its 
discussions with its principal bankers and other major lenders. The 
: Corporation will also ask holders of 1992 Debentures to consider selecting 
an advisory commiuee of such holders for purposes of holding future 
j to review the Corporation's new business plan discussed below. 

Market conditions in the North American read estate industry have caused 
the Corporation to experience serious cash flow deficiencies- Since early 
May ihe Corporation has been holding discussions with hs principal bankers 
andothermajor lenders as to the development of a new business plan which 
would provide for the extension of lines of credits to address the 
Corporation's working capital requirements and the extension of maturity 
data on other indebtedness. As pah of the implemenudori of the revised 
business plan, the Corporation recently announced a suspension of rfividend 
payments on its common shares and on its First Preference Shares, Series B 
until further notice. In addition, tire Corporation has not paid the semi¬ 
annual interest payment which was dye on June 30.1992 oo the 10*20® 
D ebenture s due June 30.1999. 

Additional information meetings will be held in Toronto, Canada tn July. at 
dates to be announced, for those holders of-the 1992 Debentures who wish 

to attend and for holdera or the additional series of Senior Debentures of the 

Corporation. As these meetings ■« informational meetings only, no 
business willbc transacted at these meetings within the meaning of the uwt 
indenture governing ihe Senior Debentures of the Corporation. 

Following Ihe information meetings, a formal raccmig of the Senior 
Debentures of the Corporation will be scheduled to consider ihe approval of 
the Corporation's new business plan. A notice will be published separately 
for a meeting of Ihe holders of Senior Debentures fortius purpose. 

DATED at Toronto, Ontario this 30th day of June, 1992. 

BRAMALEA LIMITED 
Frank J. Graham ' 

Scnwr Executive Vice-Presidcrn 
and Chief .Financial Officer 
Telephone: (41 fi) 864-6450 

Pa*; (416)359*9448 __ 
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Industrial plants In. 
south-west DENMARK 



Industrial plants of 13.000 m 2 build in 1985. 
A large, regular productionhall of 11.600 m 2 
• : excU offices, canteen, bath and changing 
room. Free floor-to-ceUing height: 4,80 m. 
Large powercapaerty. Good, cheap and 
steady manpower. Good extension possi¬ 
bilities on a lange piece of land. 

Price 2.000.000£ . 

Further Information. 

: • ffifc *-*-'45 75 12 44 99 - FBK&&45 75m 1499 - 
McKE. Pedersen, or man to 




ERHVERVSCENTER 

DANVEST 




Strandbygade 61 
DK -6700 Esbjerg 




LISBON 

Prime Site 

on 

Marques de Pombal Square 

• All approvals granted • • 
Offices and retail use 

Areas: Site 1.688 sqm 


Construction: 

Offices 

Retail 

P arking 


10,585 sqm. 
5.710 sqm. 
10.131 sqm. 


Tel: 351-1-69 3106 

Fax: 351-1-69 31 07 / 65 9314 
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140 room bod 
. 72 mil residence 

On the tea side ofCotarabos 92 Expo 
part of tteliaciriral ware 
.ofGenoa 
w racb mklME 

anevtmMDannseccareviih 


maas. stops, offices 
an] uudugiouud pSffuQ£. 

fax il+39-10*589931 

FORTUNE 

IMMOBIL1ARE S.EA. 


)2/23 . 5 
16 (29'Oenoa ITALY $ 


Toit UNT in Milan, financial 

CENTRE, KEAJt TURAH UKDRRCROWD 
stop, pftxrnaoLis omce, 

300 sqoaks metbu 
♦ GAKAG8 + EXTERNAL PaKKTNC 

space, please CALL: Lugano (CH) 
+4101123.78,66. 

OK Milan +3»O/66Kt408 


IN PORTUGAL 
MOST EXCLUSIVE 
INDUSTRIAL PARK 
32^09 SQJML INDUSTRIAL 
PROPERTY LOCATED BETWEEN 
ESTORIL & SINTRA 
-ikm to mett way to lisdon 
CALL FRANCE AEROSPACE 
PARIS (S31)42 603110 Ext. 501 


The Guide 
to U.K. 
Property 

The Financial Times 
proposes to publish this 
Guide on 9th October 
1992. For editorial 
synopsis and advertising 
details, please contact: 

Peter Shield on: 

071 873 3284 

Or write to him at: 
Financial Times, 

One Southwark Bridge, 
London. SE1 9HL. 


HURLEY LLOYD 
= THORPE — 


FORSALE WITH 
IMMEDIATE VACANT 
POSSESSION- FREEHOLD 
SHOP PREMISES 

3 Pollen Street, London W1 
(approx. 220 yazds south west 
of Oxfonl Circus) 

Price; £400,000 
Contact Mark Foley 
HURLEY LLOYD THORPE 
TW: 0714994334 
Fax: 071499 6198 


On behalf of Thom High Street Properties Ltd 

MODERN SELF CONTAINED OFFICE BUILDING 

5,800 to 17,735 sq.ft. 

TRINITY HOUSE. TRINITY LANE. WALTHAM CROSS, HERTS 

Rent £8.63 psl- Fixed until 1998-Incentives avaHabte 

Within 1 'k mites of the M25 • Adjoining British Rafl Station • Flexible lease farms 

Within 15 miles of Central London • Over 40 car parking spaces • Immedalely available 

For further Information comaa either of the jolru agents' 

Page & Read South Orfeur Associates 

0712532293 OBI 8078686 



INTERNATIONAL PROPERTY 


AUCTION 


International auction of 
U.S. Commercial Real estate 


The Largest Selection of Prime 
Commercial Properties Ever Offered 

This collection of income properties located throughout major 
US. markets indudes 30 office buildings, 7 retail centers. 

13 apartment buildings, 9 industrial buildings, 8 hotels and 
resorts, a movie theater and landmark restaurant 

Most properties have high occupancy rates and are income 
producing. 

■ Financing available for most properties 

■ 1V4% Broker cooperation offered 

■ Local representatives available for each property 

For more information and a free auction catalogue 
call (310) 399-0777 U.S.A. & Canada 
(852) 846-5000 Asia (Hong Kong) 

(4471) 493-6040 Europe (London) 9AM to 6PM 
Request Auction Catalogue #6582 
Property Specific due diligence packages (SI25) available upon request 

Auction to be conducted on August 13, 

1992 in Los Angeles, California 


KE.\‘.\ 7 EDY-VVILSO\\ J.VC 


Jones Lang Wootson 

M—wnaea+awimw'iii — 


AUCTION CONDUCTED BY KENNEDY-WILSON. INC, BROKER 
Offer void where prohibfW'A Ciutogues will nM he matted 10 reorients of any stale 
whm ihra 11 b ts prohibited. 

C1W2 htimtdrWilM* !«■ 


+ Switzerland + 

Rental Without Investment cost! 

500 m2 Office Space 

Cemplataty •q u *PP^d °nd hnnwdtatafy ereailabhi 
boay far um, furniture included 
Whow infrastruetura camplatad 
rtaM&fa twraa duration 
Support in organ tong moving opowfion 
Ham and uAwan support if required 
Noor Zurkh-Kloton airport 

Gofil K Stolnmann Immobflion Trauhand AG 
Canortt mill 31 CM - 8004 ZDrldi Td. 0041 1 041 02 55 


NOTTINGHAM 

44 ACRES 

Close J26 Ml 
ALL ENQUIRIES 

Joint Sole Agents:- 


HEALEY a BAKER 
071 629 9292 


snuwuraff Mioniquui ummmhk 


4 S< Pawn Crete NreMfiren NCI Z|C 

0602 588777 
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4 St James’s Square and 


7/9 Babmaes Street 
London Swl 


Freehold office Buit-oiNG for Sale 
24,1 77 sq.ft. (Net) f 


Listed grade it 

with Planning permission ForT?e,fiibbismmeut 


o 

Herring 


Baker Harris 

Wl-734 8155 


a -<>? •- 






Duke Street, London W1 

Two Refurbished Office Buildings 

*600-4,500 sq it 

• Flexible Leases 


EDWAfDCHARUS 
* PARTNERS W1 


ovwBoarwjws 


£15 p.s.f. 

Phone us 
Now! 


071-9352811 


Jones Lang 

^jf^Wootton 
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MORTGAGES 

On Commercial and Induarial 
Propenic* al prime au& S/IO yean. 
Zeiereu only.Mininjum loan £1 million. 
Apply w: HIRSCH Europe's leading 
Fbunce Consulunu. 

HIRSCH MORTGAGE INTL 
3 Pa* Place, London, SW1A 1LP 
Tek 071 -629 5051 Fa*: 071-409 W19 


PRIME IUVPAIR OFFICES Soulti AuC'ev 
Stmt SirBBfb seH<ontal<ied olflee atcom- 
m-sdei'ian TO LET Tolafling 3J00 sej B er 
avuioMe -n «uhim. 1054. 1S50 and 400 tq 
h. Long lease or sneri i«ts awniiasie 3> 
rentals aueraging C23 per w n immeoiata 
posaasslen. Apply rat7flel OU 

EW 


GROSVENOR SQ. 

MAYFAIR, W1 
Superb Headquarters 
Office Building 

3,500 sq.ft. 

TO LET- NEW LEASE 


Baker Lorenz 


071-409 2121 

25 llanwer Squa* London Wi R 0£>^ 
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MANAGEMENT 


Unilever has ambitious plans for local manufacturing 
and sales in eastern Europe, Guy de Jonqui&res reports 

Cleaning up 
after communism 


■wm 


FINANCIAL TIMES FRIDAY JULY '3 1992 

... i.. .: 

Toothpaste giants 
apply the squeeze * 

Nicholas Denton looks at a . 
state-owned Hungarian group; 


F rom a Warsaw office build¬ 
ing where General Jaruzel- 
ski once chaired meetings 
of the potitburo, Hans Over¬ 
goor, chairman of Unilever's 
operations in Poland, busies himself 
today keeping the nation's laundry 
whiter than white. 

It has been a full-time task since 
he was parachuted into the job a 
year ago. when the Anglo-Dutch 
consumer products company 
bought Pollena Bydgoszcz, a large 
Polish detergents producer, and set 
about turning it into a viable mod¬ 
em business. 

The results are already starting to 
show. Pollena. re-named Lever Pol¬ 
ska. has raised output by more than 
SO per cent, is market leader Ln 
washing powder and is expanding 
its range. Though Overgoor will 
give no figures, he says sales this 
year will exceed “many times'* the 
roughly $30m made in the second 
half of last year. 

Unilever is keenly aware that 
making a success of Lever Polska is 
important in a country which 
craves foreign investment but views 
multinational companies with some 
suspicion- “If you want to make fur¬ 
ther acquisitions, you have to han¬ 
dle the first one well,” says Hans 
Eggerstedt, Unilever’s main board 
director responsible for Europe. 

The operation is also the flagship 
of a plan to establish a local manu¬ 
facturing and sates network in east¬ 
ern Europe an a scale equalled by 
few. if any, competitors. Eggerstedt 
expects Unilever to have production 
in all three countries in the region 
and annual sales of as much as 
£7O0m in five years, by when the 
operations should all be profitable. 

The strategy is the fruit of a 
meticulous planning exercise begun 
more than two years ago. Once the 
broad goals were set. teams of 
experts descended on the region to 
scout for potential acquisitions, 
tour plants and talk to managers. 
Having identified its targets. Uni¬ 
lever has stuck to its guns, resisting 
opportunistic buys. 

In Hungary, Unilever has 
acquired VMTV, an ice-cream 
maker, and last February teamed 
up with FerruzzL the Italian agri¬ 


business company, to buy NMV, a 
producer of oilseeds, margarine and 
detergents. Unilever also has a 
Czech ice-cream Joint venture and 
ain><t to round off its acquisitions 
this year with a food business in 
Poland and food and detergents 
companies In Czechoslovakia. 

Though many day-to-day respon¬ 
sibilities have been left with manag¬ 
ers and staff of the acquired plants, 
teams of expatriate executives have 
been dispatched to give advice and 
training. These "facilitators’’ are 
hand-picked for above-average abil¬ 
ity and a talent for coaching local 
managers, who are expected eventu¬ 
ally to run the businesses, “hi the 
longer term, foreigners can’t play 
more than, a marginal role," says 
Andr6 Mico, head of Unilever in 
Hungary. 

Because Unilever vetted its acqui¬ 
sitions closely before purchase, 
their factories have produced few 
surprises. Quality is said to be satis¬ 
factory and Pollena’s output was 
increased largely by ironin g out bot¬ 
tlenecks in the plant 

Redundancies have so far been 
avoided at Pollena. But Unilever, 
which refuses to commit itself to 
fixed employment levels, expects to 
cut staff in Hungary by as much as 
15 per cent annually over several 
years. 

Unilever is now upgrading its 
plants to handle technologically 
advanced products, most of which 
are still imported from the west. It 
plans to invest at least $24m 
(£12.9m) in Pollena, including 
adding a liquid detergents produc¬ 


tion line, and Slttm to treble 
VMTVs capacity to 10m litres of 
ice-cream a year, Mico expects 90 
per cent of VMTV's sales to be 
locally produced by the end of next 
year, up from 25 per cent today. 

Manufacturing is heavily influ¬ 
enced by brand strategy. Unilever is 
pursuing a twin-track approach, 
keeping the better local brands 
while steadily adding international 
ones, with prices about 50 per cent 
higher than local equivalents. 

Lever Polska's most successful 
product, Pollena 2000 washing pow¬ 
der, was developed before the com¬ 
pany was acquired - as was its 
television co mm er cial. Based on a 
P olish legend. Its punchline, "Dad, 
beat him up!” has entered the local 
vernacular. In Hungary, however, 
sales of Panda, VMTV’s ice-cream 
brand, melted away after Unilever 
began importing products from 
western Europe. 

Though enthusiasm for western 
brands is strong ln eastern Europe, 
positioning products can be tricky. 
For Instance, some consumers 
believe locally-made products - 
even when they carry international 
brands - are inferior to imported 
ones. 

Market research Is still rudimen¬ 
tary: Overgoor is unsure even how 
many Polish hnns^hniriq have wash¬ 
ing machines. He relies heavily for 
marketing guidance on informal 
soundings with colleagues, custom¬ 
ers and individual consumers. 

Pitching advertising correctly 
also calls for careful judgment Uni¬ 
lever has found t hat glamour and 
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glitz work for toilet soap, but a 
more informative, down-to-earth 
message is needed for detergents. 

One challenge which even Uni¬ 
lever’s careful planning has not 
been able to deal with is eastern 
Europe's chaotic and rapidly-chang¬ 
ing distribution systems. "The trade 
environment makes It very hard to 
reach the consumer,” says Mico. 
"The really critical bottleneck to be 
tackled is to establish a sales force 
and manage the supply chain.” 

In Poland, Unilever estimates that 
a third of its products are sold 
through street traders, even though 
it does not supply them directly. 
"Distribution Is developed only in 
the sense that, one way or another, 
products seem to find their way 


onto the shelves," says Overgoor. 

Until the situation stabilises, 
improvisation will remain impor¬ 
tant As well as working with and' 
training selected local wholesalers 
and shops, Unilever is budding up 
sales forces and distributing some 
products itself. Mico has called in 
colleagues from developing coun¬ 
tries to advise him. Says Overgoor; 
“Basically, we try anything that 
works". 

Both men hope the current tur¬ 
moil is simply a transition phase, 
and that mote efficient and profes¬ 
sional distribution systems will 
emerge in eastern Europe later this 
decade. Judging by the daily pres- .- 
sures they face now. the change 
cannot come a moment too soon. 


Tn the fierce competition, for 
: I eastern Europe's turbulent con- 

■ yiwer markets, it is the inno¬ 
cents who suffer. One of then is 

TOtamer Gedeon, beleaguered man-' 

aging director of Caola, Hie Hun¬ 
garian state-owned cosmetics and 
hongphnM i- ^omipak manufacturer. 

; Compet i tion from western multi¬ 
nationals imports were liber¬ 
alised at the start of 1991 has bro¬ 
ken Caola’s near monopoly, 
reducing, the company’s market 
. share to 40 per cent. -Turnover has 
fallen in step, the 1992 forecast of 
. Ft4-3bn (£28.9m) representing a 
halving in real terms since 1990. 

In toothpaste^fiir Instance, three 
mul tinati o na ls 'are battling for 
market share - and incidentally 
squeezing out Caola: Procter & 
Gamble has taken the lead with 30 
per cent, with Colgate-Palmolive 
following strongly on 15 per cent 
and rising.- Now Unilever too has 
entered the market with the suc¬ 
cessful launch of its Signal brand. 

. r»n|rht hi file middle, Caola has 
found its share of sales faffing from 
.70 par cent to just over 30 per emit 
in two years. The company now 
chums to have stabilised its posi¬ 
tion and ironically, it is economic 
depression that has given the com¬ 
pany Us temporary reprieve. 

. When cash-strapped Hungarian 
consumers compare the western 
price tags with (heap local prod¬ 
ucts on the shelves, enough of them 
economise to keep Caola In busi¬ 
ness - just- But Caola faces a new 
threat as recovery approaches. “We 
have to prepare for the time when 
people don’t just .want cheap prod¬ 
ucts but have the money to buy 
better,” says Gedeoh. : 

Hi this refusal to give up lies a 
minor miracle. The surprise. Is not 
that Caola has been battered by 


western competition but rather 
that the company has survived and 
is even fighting' back. <}*deon 
insists he relishes the com^tMon. 
Caola languished in “stagnant 
water” while It remained a monop¬ 
oly, be explains. ' 

The company has pared down its 
product Hue from 800 to ts 200 
strongest items. It Is now gome on 
ffie offensive with the touch of 
He viz, a range of pharmaceutical 
face and body creams name* after 
one of the springs for whlcl Hun¬ 
gary is famed. 

But Gedeon admits that, Jor all 
his efforts, Caola needs a western: 
investor to survive. “We coud last 
two or three years atone bit we 
don’t want to wait” And thus may 



Strategies that are based on an import 

U nilever has so far invested to avoid import duties - as much wealth creation. Indeed, Polish Czechoslovakia. In theor 
8120m in manufacturing as 40 per cent on margarine In government officials responsible could give P&G superior 
facilities in eastern Europe, Hungary, to acquire market share for privatisation describe the group efficienc y. 


U nilever has so far invested 
8120m in manufacturing 
facilities in eastern Europe, 
and is likely to spend several times 
as much again in the next few 
years, writes Guy de Jonquleres. 

But why did it not save costs 
simply by exporting from its many 
western European plants? 

The group gives three reasons: 


to avoid import duties - as much 
as 40 per cent on margarine in 
Hungary, to acquire market share 
quickly and because most eastern 
European countries’ external trade 
positions are too frail to afford 
large imports. 

By producing in each country, 
Unilever also stands to gain from 
its image as a contributor to local 


wealth creation. Indeed, Polish 
government officials responsible 
for privatisation describe the group 
as a model corporate citizen. 

But Unilever's strategy is in 
sharp contrast with that of US 
arch-rival Procter & Gamble, which 
alms to centralise detergents 
production for eastern Europe at 
a plant it acquired last year in 


Czechoslovakia. In theory, that 
could give P&G superior scale and 
efficiency. 

Which strategy proves right may 
depend on what happens to import; 
duties. Unilever believes they will 
stay high for some time. 

But Eggerstedt admits local 
production could be "a risky • 
proposition" if eastern Europe 


succeeds in creating a common . .. 
market In that event Unilever’s 
factories in the region would step 
up exports to western Europe.' That 
oould complicate its current drive 
to rationalise surplus west - 
European capacity. But Eggerstedt. 
says there would be no reaL choice 
because "even if we didn't export, - 
others would.” 


Hungarians are economising 


be running ont even faster than 
t hat; as Caola weakens, its a trac¬ 
tion to western mnltinationds is 
foding. 

Caola may indeed already aave 
missed its best chance. ColgattPal- 
molive bid for the company-last 
year but pulled ont at the last min¬ 
ute, saying that the company's 
worth was vanishing along wifi Its 
market share. 

Since then, failure has con timed 
to breed failure. Beiersdorf, the 
German manufacturer, has tikes 
back distribution of Nivea and 
Other products which had *een 
licensed by Caola. 

Most ominously of all, Cato's 
most dynamic executives are vdisg 
with their feet Tamas Soto, Caila’s 
go-ahead marketing head, low 
works for the competition - Col¬ 
gate-Palmolive. “All the knowledge 
I had was wasted there,” he sws. 


INVITATION 

For the Submission of Declarations or Interest far tbe Purchase or the Assets or "HELLENIC 
CHEMICAL PRODUCTS & FERTILIZERS COMPANIES SA.", of Athens, Greece 
In line with the Creek government's privatisation p rogramme “ETHNIKI KEFALEOU S.A. Adminittretion of Assets 
and Liabilities" of 1, Skoutaiiou Street, Athens. Greece in its capacity as liquidator of "HELLENIC CHEMICAL 
PRODUCTS & FERTILIZERS CO. S.A.", a company having its registered office in Athens, Greece (the 
'Company"), appointed by virtue of (he decision No. 4299/1992 of ihe Athens Coca of Appeal, under the provisions 
of article 46a of Law 1892/1990 (as amended by article 14 of Law 2000/1991), invites interested parties to submit 
within 20 days from the publication of this Notice, non-binding written declarations of interest for the purchase of the 
assets of ihc "Company", which is presently under the status of special liquidation in operation according to ihe 
provisions of Laws Na 1892/1990 and No. 2000/1991. 

The "Company" ha* three sectors of activity; 

1. MANUFACTURING - DRAPETSONA INDUSTRIAL COMPLEX ("DIC") 

Manufacturing includes the following: 

(a) FERTILIZERS 

4 production units with a total annual capacity of 600,000 rm. 

(b) ACIDS AND AGRICULTURAL CHEMICALS 

2 production lines for sulphuric add and one for phosphoric acid, with an annual capacity of360,000 mi, as 
well as two production lines for hydrochloric add, one line for sodium sulphate and one line for potassium 
sulphate. 

Installations for the production of formulations of insecticides, acaricidcs, fungicides, seed disinfectants and 
herbicides in liquid or solid form. 

(c) SHEET GLASS 

Two glass furnaces with a total production capacity of 100,000 Lp.a. 

The “DIC" is built on an estate of 253.000m 1 owned by the "Company" and located by the sea in Drap ct soaa. 
Piraeus. It includes two laboratories for analytical chemistry and for soil research respectively and is 
accommodated by exclusive port facilities having two berths and a capacity to accept two ships at a tme of 
appr, 15.000 tons and 4,000 tens respectively. The "DIC" is also connected with the national railway 
network. 

2. MINES 

Li the mining sector the "Company" is holding mining licences over a total area of 330km* up to the year 7-flM 
with the option for further extension up to the year 2048 at least, two differential flotation ore plants for 
sulphides with a capacity of 700,000 and 400,000 tons respectively with certain sulphides ore of reserves of more 
than 13 million torts and possible 7 more million tons and, in addition, 11 million tons of pyrite, 4 million tons of 
chalcopynte and 1 3 million tons of manganese ore. 

The "Company* owns 1,764.000m* of land, of which JOl.OOCtai* within the area of Suaioni village, containing 
houses of a total built area of 20,295m*. In Stratum Bay exist loading facilities, which can accommodate ships of 
up to 15,000 ions of capacity. 

3. QUARRIES 

In the quarrying sector the "Company" is holding a matblc quarry of a variation known as "HEUOSCASTRON" 
on an area of21,640,000m* and two plants for the processing of marble blocks of a capacity of lS,O00m>. 

The plans are situated near the town of Hcrmioni in Peloponnesus on owned land of 106,00071*. On tbe same 
land there are houses wi* a total covered area of 5,242m* and offices and stores of a total cowed area of 984m*. 

4. private land 

The "Company" also owns: 

(a) 25,000m* of land within and 185.000m* outside the territorial limits of the Yalova Area (Province of 
Mcssinia); 

(b) 36,000m* of land in the Elcfsina Industrial Zone; and 

(c) Id.OOfhn* of land in the Ekali (Attica) region outside the "town plan". 


BUSINESSES FOR SALE 


louche 

Ross 




Listmel Limited 

(In Administrative Receivership) 

The Joint Administrative Receivers. A. P. Peters and J. B. Atkinson, 
offer for sale the business and assets of the above company. 

□ Operates as specialists in glass fibre design and moulding. 

□ Freehold 24,000 sq. ft. factory unit situated in an Industrial 
Improvements Enterprise Zone in Wolverhampton, 

W. Midlands. 

□ Turnover in last financial year approximately £ Ira. 

□ Skilled work force. 

□ Prestigious customer base. 

For further information please contact the Joint Administrative 
Receiver, A. P. Peters or alternatively P. D’Arcy at the address 
below. 

Newater House, 11 Newhall Street. Birmingham B3 3NY. 

Tel: 021 631 2288. Fax: 021 236 1513. 

Amfacracd by the faaaaar c* Chanced Aaxmnaau in Erefand and Wain tn carry on law mui t Bmoct- 
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RJ Reas FCA and DJ Blenkam FCA, Joint Administrative 
Receivers, offer for sale as a going concern the business 
and assets of the above companies, which are 
manufacturers of conveyor systems, principally to the food 
Industry . 

• Historic turnover to the region of Eire. 

• Orders and enquiries totalling £4.2m. 

• Own range of belt bands. 

• Modem 19,000 sq- ft factory premises near Ml (J28).. 

• Four other modem industrial unite totaling 23,000 sq.ft, 

‘ twoluHytet ...... 

• Unique Interflow go’ automatic kwdtog/unloading 
’system for paDetlsed products and generating interest 
from major retail chains. . . 

For further information, please contact Richard Rees 
or Paul Harrison at Price Waterhouse, 

Victoria House, 76 Mltton Street. Nottingham NG13QY. 
TUI: (0602)419321. Fax: (0602) 472660. 

Price Waterhouse 


in.tAi'inKiiiai 


Total Assets: Drs. 35.500.000.000 

Turnover Drs. 29.233,000.000 


In the subsequent stage the interested panics will be entitled to obtain an offering memorandum containing full and 
detailed description of the assets of the "Company" and the conditions of sale thereof. In addition, the interested 
paities will be given access to confidential information upon execution of a confidentiality agreement. In the 
following stage, a call for bids will be published whereupon binding offers will be required to be submitted to Sealed 
envelopes together with a Lcner of Guarantee, issued by a bank legally operating in Greooe, 


Separate non-binding declarations of interest can be submitted for each one of the above-mentioned sectors namely: 
Manufacturing (Drapctsona Industrial Complex), Mines (Stratoni. Olympias) and Quarries (Hcrmioni). However, 
such declarations of interest will be conditioned upon the issue of a decision of the Athens Coun of Appeal approving 
the separate sale of sectors of the "Company". 

For further information please call Mr. Elias Kioussopoulos. Athens, Greece, (tel no.: +30-1 -323 36.12). 

‘ Athens 3rd July 1992 

irfllMRl KEFALEOU S.A. 

Administration of Asicb and Liabilities. 


J M By Order of the frmr A riat b i fa rp ri ve Rccehen 

[mm B Milk Far-A, aai C G Wkeran F-CA, M3JU. 

I m m oi Booth mi or 

ESTABLISHED 

ENVIRONMENTAL LABORATORY 

CHELMSFORD, ESSEX 

□ Extensive leasehold fectocy and offices 

□ Specialist laboratory equipment 

□ NAMAS accredits don 

□ Turnover £Im per annum 

□ National customers 

BUSINESS & ASSETS FOR SALE 

Ref. RWP 



EDWARD SYMMONS 

& PARTNERS 

2 Southwark Street, London Bridge. London. SE1 IRQ 
Faso 071-407 6423 

LONDON - MANCHESTER ■ LIVERPOOL - BRISTOL • SOUTHAMPTON 


PRE-PACKED POTATO SUPPLIER 

A unique opportunity to acquire a long established company supplying pre-packed potatoes to multiple outlets. 
_ Principal feature* iocbtde:- 

• FREEHOLD PROPERTY WTIH ON-SITE COLD STORE - ' 

• MODERN PACKAGING EQUIPMENT . ’ 7 ’ 

• TURNOVER £254 mOIicst 

• GROSS PROFIT£470.000 

Sale due to Chairman wishing to retire. Dtvwrineai required for the whole of the share capital £850,000. 

■ : For funherinformaiicti pSearte coniacc_• 

Evcrstaeds AlexanderTstfuun, . 

■ * ■*". . Solicitors, 

30 St Aan Street, MANCHESTER M2 3DB 
Ref: PN 

Tel: 061236 4444 Rax: 061892 5337 ■ 


FORSALE 
NORTH WEST HAULAGE COMPANY 
Comprising of Haulage. Warehousing and other peripheral activities. 
The company is well established but dots not form part of the holtfing 
company’s long-term philosophy. This sale offers a national company 
the opportunity to acquire a North West depot with existing turnover in 
excess of £3 million. Interested parties should contact Box NoA4I23, 
Financial Times, One Southwark Bridge, London SRI 9I1L 


BUILDING CONTRACTOR AND 
PROPERTY DEVELOPER 
Home Camdiec/nraea Valley. 
£10m+ T/O. Profitable history. 
Wcfl caaWishod. Good Reputation. 

Seeks merger with larger group. 
Please write (o Box A4126. Financial 
Times, Oik Southwark Bridge, 
London SCI 9HL 


4 Home Entertainment Shops 
Profitable group of 4 video 
icnial/sales shops, West of 
M25 - strong identity. 
Turnover £250k + 

GM £55k + 

Offers over £200,000 


Tel: Nick Mauhews 
071 9355724 


MERGER/ACQUISmON 

Established firm of Building 
Services Consulting Engineers 
(MAE), South East based, 
seeks merger with/ acquisition 
by another firm. Average fee 
income for preceding 4 yean 
£90Qk p.a. Excellent client 
portfolio. A.C.E. Member 
Firm. Genuinely interested 
parries only to reply to: 

Box No A4I30. Piasncul Times, One 
SMhwaifc Badge, London SEI 9IIL 


LUXURY 
PRODUCTS 
BATHROOM/ 
KITCHEN . 

Long established Co as going 
concern. Wftle import distribution. 
45% + GP. 

Sote UK Import agreements. 
WeB located W. London toned 
warebo use /0 (flees. 

Writ* Box H6587 Financial Times, 
One Southwark Bridge 
London SEI 9HL. 


BUSINESS 

AND 

ASSETS 

Of solvent and insolvent 
companies ; for 
sale. Business - and 
Assets. 

Tel 071 262 1164 ... 
(Mon - Fri) 


Roofing Materials 
Supplier 

DwJoWMmlnttWlwitocelva«o(ferttelwftte®^ 

ossatspfDwCnbalBaxLMracttradhigas 

Rootan SeppBes. for site na going concern. 

■ BsflhoWfXop^ 

47'TOrtaggtebusyroad. 

■ Shawoamand yard^wfflt goodoccess. 

■ Sherfmafajand jofrwiy workshops. 

• Combined awrage famtwer iasttyais £l.75m. 

For fluffier tototmatfon please cortact 
Ttw JointAdmWshatfve Receives: 

__ : IpeJoc^qndVManBtfrstow ' ‘ 


ROBSON RHODES 


WBphOlft 071-2811644 ttfac885734ftec 071-2534829 
AvttOMH Iff OM HMMasf cnmw4 AcmaaMBtSHi EasMMana IMH Kcwn«n 

a wi liiai nwii ai t 
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Worth Watching • Paul Taylor 


TECHNOLOGY _ 

Bill Hewlett talks to Louise Kehoe and Geoffrey Owen about building his company 
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Dry ice makes mark 
as a cleaning agent 

AMONG the special properties * 
of “dry ice”, or solidified carbon 
dioxide, are Its ability to change 
straight from a solid into a gas 
t'and to .evaporate, leaving no .. 
residue. 

Distillers MG^ part of the 
German Messer Grieshdm 
industrial gas group, has devised 
a cryogenic system for in dustrial 
cleaning called Cold Jet-whlch 
uses dry ice to loosen and remow 
surface coatings. ... 

The Cold Jet cleaning system 
uses small pellets of dry ice Which . 
are blown hi a stream of 
compressed air at the surface to 
be cleaned. 

Thermal shock weakens the . 
the bond of the coating or 
con taminatio n, w hich is then 
removed by the compressed air 
flow and slight attrition effect 
of dry ice pellets. The pellets, 
disintegrate on impact and 
sublime into a gas. ' ' . 

The system offers several 
advantages over conventional 
cleaning methods, including 
speed; lower waste disposal costs, 
and hygienically clean surfaces. 

Distellers MG; UK 0737241133. 
Messer Griesheim; Germany 49 
21143030. 

Meter promises to 
track software use 

COMPUTER software vendors 
lose an estimated 40 per cent of 
their potential revenue to software 
theft, euphemistically called 
‘‘under-licensing.'* That 
particularly happens when 
customers, who usually pay a 
fixed fee for using software on 
designated bardware,-xun it on 
other machines 

Now US-based Progmet, a 
software developer for IBM 
mainframe host systems, has 
unveiled Software Meter, the first 
product that enables software 


vendors to recoMpi^dsdy Bow - 
frequently and wbereiheir 
. mainframe software iaused. : ■ 

Software Meter automatically . 
monitors a customeifrl* 
applications software.tee and 
producesa r^ortliffttng the 
. software product' missjcustomer 
iden tifi cation j jnntta of 
nsage,ireqUencWbfa^ahd‘ 
platform size and. type.'-' • . 

The infozrhat^i^rejayed back 
to the vendor, bya telephone 
network Hnk, and the vendor can / 
then charge the customer ' 

-accordingly, 

Proginet; US, 516 3* 6620. - 

Numbercrunchirtg 
for siiimiiers 

COUNTING calories and 
ralfrnl^ tfog n q+rirtnnal toIims 
is an impartant^but often difficult, 
part of design? many diets. • , 

The Comcard *Nufiieiit Balance 
System’ is the first self contained 
hand bald diet and nutrition. 
balance system designed for. 
dip Htdawn, flnrtnrs and m mmnntty 
nurses, it runs an an 
credtt-cani-sized Integrated Circuit 
QC) card which plugs info a ... ■ 
pocket-sizedSharp8000-seiies 
IQ electronic organiser, ft contains 
a large and portahle database of 
41,000 nutritional values for 
almost 1,200 foods, with 35 
associated nutrient values for 
each entry.. . 

The system can prescribe,. u 
morntor and analyse diets. The 
software costs £99.99 and the 
Sharp 10^000 series start at 
£179.99. Comcard; UK, 0905 778957. 

. Sharp: Japan, 06 6211221; UK, 

061 205 2333. ......... 

Ozone Kid makes 
videogame debut 

THE Environment Detective, an 
educational videogame launched 
at the Earth Summit in Brazil, 
is intended to help children grasp 
environmental issues like 
recycling deforestafion, ozone v 
layer depletion, and cleaning up- 

afte r nil a pUla and mw»lear 

accidents, writes Hilary de Boerr. 

The Ozone Kid live&in Recycle 
City, and with the befo of the 
videogame player solves problems 
at home and then further afield; 
the Amazon, the Antarctic, the 
Middle East Developed in 
Norway, the game is compatible. 
with leading home entertainment 
systems and wfll be available this 
autumn. Magicom Software; 

Oslo,47 244 5710. 


W e had a good education 
and there weren't a tot of 
jobs around, so (we 
. thought) why not try to start a busi¬ 
ness- So we did any work that we 
could get We built a foul line indi¬ 
cator for a bowling alley, and a 
clock drive for a telescope, and just 
whatever came in the door.” 

Thus, Bill Hewlett recalls the 
early days of the Hewlett-Packard 
Company, one of the. oldest surviv¬ 
ing West Coast electronics compa¬ 
nies. Today, Hewlett-Packard is a 
514.5bn company, with nearly 90,000 
employees; a leader in Reduced 
Instruction Set Computing (RISC) 
technology; one of the top manufac¬ 
turers of computer printers; and to 
this day,-a company that retains-its 
roots in the electronic instruments 
business. 

Now 79, Hewlett can still be found 
several days each week in his office 
- at HP’s Research Laboratories, only 
a few miles from the rented garage - 
in whichas young engineers he and 
David Packard set up shop in 1938. 

As technology entrepreneurs, 
Hewlett and Packard set a tread 
that during the past half century 
has created, in California, the 
world's largest complex of high - 
technology companies. They also 
established, from the beginning, a 
corporate philosophy based on 
openness , and respect for the Indi¬ 
vidual that has had a strong influ¬ 
ence on the character of what is 
• now known as "Silicon Valley”. 

Bill Hewlett explains in simple 
terms: “We didn’t want to have a 
“hire and fire' company. Both Dave 
and I were products of the Great 
Depression. We had observed its 
effects on all sides, and of course it 
had a strong effect on us. It could 
not help but influence our decisions 
; an how a company should be run.” 
While layoffa have now become 
commonplace in Silicon Valley dur¬ 
ing periods of economic recession, 
the ideal of valuing employees’ con¬ 
tributions above short term profits 
remains. A pragmatist, Hewlett 
acknowledges that “certain times 
you have to be that way, but we 
just didn't want that kind of a com¬ 
pany.” The kind of nninpany tha t 
Hewlett and Packard did want gave 
employees a stake in the company's 
success. In the early days, they ini¬ 
tiated a .production bonus plan. 
“The same percentage was paid to 
the janitor as to the top manager,” 
Hewlett recalls. Being egalitarian 
ensures that ■ communications 
within the company are open, he 
believes. 

Openness was another important 
tenet of the "HP Way”. Hewlett 
chuckles as he remembers inviting 
a German competitor to visit the 
HP plant When Hewlett returned 
the visit he recounts, “he had .to 


BUSINESSES FOR SALE 


LEGAL NOTICES 


Reflections of an 
electronics pioneer in 
Silicon Valley 




William B. Hewlett, director emeritus: “We didn't want to have a hire and fire* company” 


show me through his plant He obvi¬ 
ously had never shown a person 
through the plant in all his life and 
he didn’t know what to do!” That 
started a policy which HP still 
adheres to and which has become a 
distinct characteristic of Silicon 
Valley. “You show competitors 
what you are doing they wfQ learn 
soon enough. Just don't tell them 
what you are thinking !” 

In contrast to today's entrepre¬ 
neurs, Hewlett and Packard were 
determined not to “operate on bor¬ 
rowed money”. “We started with a 
very small amount of money ($538) 
and we operated, as much as possi¬ 
ble, on a pay-as-you-go basis, that 
our growth be financed by our earn¬ 
ings and not by debt.” 

. Neither did Hewlett and Packard 
start out with a “grand vision”, nor 
even the idea of commercialising a 
technology breakthrough, like 
many of their modern-day counter¬ 
parts. “We Just took on odd jobs,” 
Hewlett recalls. 

Some were odd indeed. They 
included the development of an 
optical device to automatically 


flush a urinal, as well as an auto¬ 
matic lettuce thinner, designed to 
thin out rows of vegetable seed¬ 
lings. Before long, however, HP 
found its niche with a device 
invented by Hewlett during his post 
graduate studies at Stanford Uni¬ 
versity. 

T he “audio oscillator", for 
measuring sound waves, gave 
HP its first commercial suc¬ 
cess. “We sent out flyers to some of 
the universities and to our surprise 
we got an order or two back, so we 
sent out more flyers and we got 
more orders and it looked like a 
good field to go into so we branched 
out into related instruments. So 
that is really how we got started.” 
HP's first “big” order, for eight 
oscillators, came from Walt Disney 
for use in the production of the film 
Fantasia. 

“Originally, electronics that word 
had not yet been coined radio engi¬ 
neering, we called it, consisted of 
the phonograph and the recording 
industry, the telephone industry, 
the tailring pictures, and geophysi¬ 
cal work. U was in those fairly nar¬ 


row fields that we found our cus¬ 
tomers. as well as the universities.” 

The Second World War inter¬ 
rupted Hewlett’s career, but it did 
not stunt the growth of his com¬ 
pany. ”1 had a reserve commission. 
When I went into the Army, we had 
17 employed, and when 1 came out I 
think we had about 250.” 

Although HP took on very little 
“war work", the company flour¬ 
ished on the growing awareness of 
the importance of electronics. 
“What the war did do for us - it 
made it evident that electronics 
could be applied in many provinces. 
So all of a sudden you found it 
appearing all over. And we shared 
in this growth directly, because if 
you make something , you've got to 
measure it." 

The war years established David 
Packard as the “manager” of the 
company, while Bill Hewlett took 
on the "engineering" role. 

However, perhaps the most 
remarkable aspect of this half cen¬ 
tury partnership is that throughout 
it the two men have remained 
friends as well as business associ¬ 


ates, spending holidays together as 
recently as last year, and always 
regarding their roles at the com¬ 
pany as interchangable. 

In 1969-1971, when David Packard 
went to Washington to serve as dep¬ 
uty secretary of defense, Hewlett 
readily took over the management 
of the company until his partner's 

return. 

It was in the mid 1960s that Hew¬ 
lett-Packard took its first cautious 
steps into the computer business. 

“Our customers were getting 
more sophisticated and a lot of 
them wanted to have something to 
control instruments and to rake 
data from the instruments. 

“This obviously meant a com¬ 
puter, so we got Into the computer 
business, not for data processing 
per se, but really as a controller for 
instruments. Later, HP researchers 
came up with the idea of a desktop 
calculator. 

I t really was a computer, but we 
didn’t want to call it a com¬ 
puter, because every company 
hod a computer guru and ail they 
wanted was JEM." 

Even now that computers repre¬ 
sent the lions share of HP's reve¬ 
nues, Hewlett seems to remain scep¬ 
tical, although he is enthusiastic 
about HP's laser printers, “one of 
our most successful products”. 

He also remembers clearly and 
makes no secret of the ones that did 
not prove to be winners. “We tried 
to make a watch, a computer watcb, 
and we sold it for $700. That was a 
disaster. It was a nice watch , you 
know, but we just couldnt make it 
for what our competitors could 
make it for.” 

But what of HP's future? Where 
will HP be five years from now? “7 
can't tell you," Hewlett states 
firmly. 

“The longest planning period 
we've ever had was three years. We 
had a five year plan and didn't pay 
any attention to it. Three years is as 
far ahead as we could see. That says 
a Lot about this industry. Its very 
hard its not like making railroad 
cars. You have to be flexible and 
roll with the punches.” 

“But I can tell you that I think we 
are in a strong position. We’ve got a 
good work staff, we’ve got good 
management and a good financial 
position. So unless we screw it up, I 
think we're in good shape." 

Despite his advancing years, Hew¬ 
lett remains very much involved in 
the company, albeit in an unofficial 
capacity these days. 

“Dave (Packard) and I know- 
enough people so we can find out 
what's going on when John (John 
Young, HP chief executive) may not 
know it. And we bring these to 
John's attention. Boy, he hops to 
it.” says Hewlett with a grin. 
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WORK SPACt 


I 


LONDON. W4 

Unique Opportunity to / 
acquire a successful London Business Centre 
the Flagship of tikeVforkspace industry 
Over HJO roopnfes sanked witfei 65,800 sqJt 
bag fanmraU* huso at wfrwwly low rent ■■ EodiMtaaMMpttM^al 
Easy aocs to sboffbg, wtom**, and awns srtwmk.bdofegBfltitos 
A laanf nature of pmfcs»nol / a8&, cmbjmb, adasfriof dad smite anpnfe 
besatiy refatushad amrooi areas cm) htenor tognd rttctpiiofl 
Etiuhfisbfld sate W76, stiS axpnufag wlthtn this rnawmd vMfcpKB ■trimneat 
A superb business, far sale on realistic terms, due to 
the retirement of the shareholders 

for further information - Contact Rof: LS 

25 Hanoyor Square, London W1R ODQ 071“409 2121 


CONTRACTS A TENDERS 


IN DBIflGIt COURT OF JUSTICE 
a IAKCERY DIVISION No. 003214 of 1992 
IN THE MATTE* OF . 

THE CONTINENTAL INSURANCE 
COMPANY (EUROPE LOOTED 

IN TtK MATTER OF 
. TUB COMPANIES ACT IMS 
NOnCB IS HEREBY OWEN dial a fetoim 
was on. toe lOlh Jana 1992 p remium! to Her 
MaJ«aqr« IO*h Court of Julies for too 
CMfiomdon at to redaction of ito captal of too 
■tow and catBjmv/ 6 ns £ 41 , 000,000 to 
as&lfi Oft 

AND NOTICE tS FURTHER OIVBN tba lb 
nU PetMaoJi directed to bo bared before tire 
UanaimM* Mr Jutkc ACHn a at i b» Royal 
Gutoof Junto, Somd, Laotian WC 2 A 2 U.na 
Monday to 19 * day of July 1992 . 

ANY Creditor or Shanboldor of lb nid 
Company dcxjring n> tfpore Urn jmkmf of m 
Onto for tba esafimatiaa of to redd retoefiao 

of crpkil ihmU appear re the mne Of bearing In 

pencil or by Onto to Ihu popow. 

A copy of dxi xaid Petition Hill to fonwbed «a 
ny »»ch panon requiring tba Hn by dw 
nufamaKfeaotf Solicitor! oo payment of ito 
■riinl—xf rtwri for itm ~ 

DMBd ibb 30 * dby of Aw 1992 
ImDWUhiDamnl 
63 LUbatn Vfadaa 

London EC 1 A 2 DY 
Raft CtJtMUW.iSMa, 



proxy fora U ntoloscd which > bo rid bo 
cwnploud ad /Warned to 43 Tempi* Row. 

B2MT by ibe dnerftho moocm* if 
yea omoot sasnd rim snoctin* ad wish to be 



_ CONTRACTS & TENDERS _ 


Industry'and Development Oriented Invitation to Bid 

In the course of the assigned reorganization the Director of Liquidation and Reconstruction and the Real 
Property Division of the Treuhand Agency is offering the 

SACHSISCHE TEXTILVEREDLUNG GMBH i.L 
- Plant/Plant Sections/Real Estate - 

Radeburger StraBe 102, 0-8280 Gro&enhain 

in the free state of Saxony. 


BIDS INVITED BY MINISTRY OF RAILWAYS . 
GOVERNMENT OF PAKISTAN 
Pakistan Railway inviles proposals on B.O.T. (Build, Operate and Transfer) 
basis from experienced Firms for construction and operation of an additional 
High Speed Rail connection, 5'6~ gauge (1676mm) from Shah dura to 
Faisalabad, a distance of 135Kms on flat Terrain (Via Qfla Shcikhapaia, 
Sang la Hill) utilizing the existing infrastructure, equipment, nock and 
Railway property including land owned by U to the maximum possible 
extent. 

2- The maximum design speed to be aUimatefy achieved on this track, would 
be aboui 200KM1L 

3. Local and International firms may collaborate (if they so choose) to cany 
out the project as joint venture. 

4. Detailed terms and conditions, scope of work and data of the available 
stock, structure and infrastructure can be had from the undersigned by 
2CUi My. 1992, an any working day. 

5. Period stipulated for'construction is two years and time period for 
operation before transfer is 20 years extendable to 25 ycats based on the 
returns oo rnvwwiMM. 

6. Detailed bids with financial proposals on B.O.T. basis in sealed cover to 
be received op to 12.-00 hre on 20th September. 1992, by undersigned;- 

AR8AB ABDULS ATTAR. DIRECTOR PLANNING 
MINISTRY OF RAILWAYS, PAKISTAN SECRETARIAT 
BLOCK T>* ROOM 414, ISLAMABAD^TEL: 323514: PAX: 828846 
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IN THE MATTES OF 
VIVAT HOLDINGS FLC 

in m* matter of 

TIIE COMPANIES ACT US 5 
NOTICE 15 HEREBY OIVEN ttau U» Onto of 
riia lUsb Com of Junto, dueacy DtvMan 
dand ibo Z2nd Judo 1992 confirming lie 


maaS : 


ONYL DS FALSE INTER NATIONAL LTD 

-ON LIQUIDATION) 

Oo t Aagnn 19S9 rim Corponlkm of Uoytfi 


V.-i-J ■ 




A* 



Appear in the Rnancial Times on 
.. Tuesdays, Fridays and Saturdays. 

For further informatton or to advertise in 
this section please contact 

Melanie Miles on 071 873 3308 


niBiS 


NEW KLE1NFONTETN 
PROPERTIES LIMITED 
(Encorpormted in Sooth Africa) 
Reg.Nd.Sl/DflS5V06 

CAUTIONARY ANNOUNCEMENT 
Pmtor to Ibe ewaioaary latxumrrmrm 
dared 1 June 1953. BOE Merchant Bank 
Limbed k antlHirlred.to rauaiaco UuK. rim 
to tba witting market coruflUnns, the 
ocgoiitttotf 10 eoinat New Kirin Ban Baa 
Proportion limited (ou a variable loan 


Negotiation* ate cambuilng In order to 
finalbe ihe fropomb la eemu NKP too a 
variable lean Mock eompasy, which, j/ 
sHxeatfol, oendri hm a poH 6 <^ effm 
the price of NKF» ordtoty » hnu . 

NIC P ‘1 sbareholrian. are accordingly 
advised u conlhoe lo cBKnate eaatiM in 
their dealing! until such time at a hiU 
aaeoneeemeai i* made, which may be 
eapeetad before 14 Augun 1991 . 



Na 00492IS of 1992 
IN TJffiHKJH COURT OP JUSTICE 
a IANCEKY DIVISION ■ ' 

IN THE MATT** OF 
P&Pytr 
-and-: . 

IN TOR MATTE* OP 
TIDE COMPANIES ACT IMS 
NOTICE B HEREBY GtVBN rim rin Onto of 
On High Caul of lotto. Chancery Diviuon 
dated the 22ad Jnaa 1992 cooHnuta^ ihe 
aduel i i i of tba 9» ftohai Aocaam of tba 
above n a n wri Cnspasy an rt^hamul by ibo 
Ro^mrof Caaqpamcaoa23nlJazB 1992. 
DMaririria Misty 1992. CStfiml Ctanca, Regm 
Home. Afatonmbmy Square, London EC2V 
7U2 ReC KO. Srikton toriMCtarewiy 


COMPANY NOTICE 


PORTUGUESE 
GOVERNMENT 39b 
EXTERNAL DEBT. 1902 

fa accordance with Ibe tor of the 14th May 

WOO. led Ibo Decree at rim Ml Augjmof die 
ome year die ShOag Rmd innalmeiiu dua 
1 « July 199 ® have ban affected by Ihe Junta 
dottodto PnbHco in Urima'a> Ibihmc. 

1ST SERIES BONDS 
Pardbaaea in Ihe mmAua eanalaied of 43 
booth of £ 20 DO mtalUng £ 860 . 00 . The 
baton* or Ihe totahnon t m made Bp by 
the drawing in Uabon af 1^30 baoda nr 
OOM each and 310 booda of liOOJX) 
OMh, haring a trial value of ££ 4 / 10000 . 

2ND SERIES BONDS 

teetotal m the madeet eanriatad of IS I 
boadi of Ct930 utalilng The 

balance of the tawhtem nna mado up by 
flu drawing of 275 bond* of £19.90 
•ad 10 beads of £99.50 each, having»tooU 
nomaiai value cf C6/KTS&. Inaeconlancc 
whh die lenoi rf ihe General Bend, bonds 
of mb aeriei ate rqayriria ata poaium of 
£5%of trir frcevalna. 

3RD SERIES BONDS 

The iaiuUnMt hu bean mat fay too 
drawing of 3SS5 toads af £19£0 avh ami 
184 bonds of £5930 each having a ieml 
vnhie of £97jOt2JO legtther wiili aa ujnal 
number of nan intorat bearing bonds. 

Tin abova-aeniloncd drawn banda are 
repayable frtjm in July 1992 id yiai 
Jaanary 1998 and thoce damped by toe 
RvmpiaM Fbaneitl Delegate tor paymau 
la sterling may be prmoned for rtfoymeni 
at ton SocorUto Dt^erunmt Cenirtcr of 
BARING BROTHERS & OO.. UMtTeO. 
Breadgue Branch. 133 Blthopgaie, 
London EC2M 3XY, where list! of toe 
mac bets nf bonds and lodgment Hating 
toms for the draom bonds nay be cfatafaieiL 


ART GALLERIES 


RUNSTMU8EUM AND XUMffTHAUK Baarif 
Swlbwrlend! irensFonn Pleura Object 
Sculpture in ton aotn eeniury ms. . 
2/9.1082 Dally 10-1/ n. 


Location: 

The district town of Grofienhain, approx. 
20,000 residents, is located about 40 km 
north of Dresden. 

It is a railroad and highway transfer 
point 

The distance to the autobahn A 13 
IThiendorf exit) is 15 km. 

The company site is in the eastern part 
of the city directly on the B 98 federal 
highway in the direction of Thiendorf. 

Site and Building Improvements: 

The entire property area is 199,926 m\ 
of which 48,325 m ; have been improved. 
The property has been approved as a 
commercial site by the municipality and 
is well suited for the construction of an 
industrial park. 

Jr^ Treuhand Agency 

Director of Liquidation and 
Reconstruction 

ji 

Real Property Division of the , 
Treuhand Agency (TLG) I 

Central Area 

Sachsische Textilveredlung 


Open Space for Medium- | 

Sized Business Development j 


Area A/B: 

Approx. 135,000 nr. improved with 
several buildings, including: 

« T reinforced concrete hail whh 3 
partitions, 

built 1990, useful area 2,644 m* 

• 1 two-story brick building, 
built 1939, useful area 434 m 1 

• 1 reinforced concrete hail, built 1971, 
useful area 1,759 m J 

• 1 reinforced concrete skeleton 
construction, built 1911, 
useful area 5,831 m* 

• 1 light metal hall. 

built 1971, useful area 5,506 m* 

• 1 reinforced concrete hall. 
built 1973, useful area 1.722 ni> 

• 1 heating station, built 1983, useful 
area 359 m J <4 HD steam generators, 
each 6,5 t/h). 

products: 

The processing of textile surfaces by 
bleaching, mercerizing, printing, dyeing, 
shagging. Upholstering and decorating 
fabrics, camping and awning fabrics, 
velour from PA and PE warp knit fabrics, 
technical textiles, fabric for bedding, 
table settings, sleepwear and clothing 
manufacture are included in the product 
palette. 

Manufacturing Potential; 

Complete technical equipment for 
fabric processing (pretreatment, printing, 
dyeing, finish, final make-up). 

Employees: 352 skilled workers. 



gNr-- v Area C, TLG-Nr.: 36733 

Jiataa " ] 7.000 m’. improved with production hall 

ggTp ._ J (reinforced concrete with 3 partitions, built 

L " 1975, useful area 4,860 m’j. 


Area D. TLG-Nr.: 36734 

Approx. 14.000 m : , improved with 
production hail (reinforced concrete with 
2 partitions, buiir 1981, useful area 
4.469 m-'l. 

The hail is offered with technological 
equipment for chemical-radiation treat¬ 
ment of textile runs. 


Area E. TLG-Nr.: 36266 

Approx. 44,000 m r , improved with 

• 1 reinforced concrete hail with 2 
partitions, built 1990. useful area 3.240 m : 

• 1 multi-purpose hall, built 1985. useful 
area 1,283 nr’ 

• 2 light weight construction halls, each 
useful area 480 m J . 

An additional partitioning of the area is 

planned. 


Invest in the free state of Saxony. 

Take advantage of a ready, developed commercial 
property through partial or complete acquisition. 

Qualified personnel is prepared to help your 
business develop productive companies. 


For property inspection appointments, please contact Dr. Wolfgang Schroder, Telephone (49/30) 324 99 36. 


Additional Information on bidding 
procedures may be obtained from the: 
Treuhanda nstalt, 

Direktorat U2 A 

Leipziger StraUe 5-7, 0-1080 Berlin, 
Telefax: (49/3013154-1788, 
and from the: 
U'egensehaftsgeseliscliaft 

der Treuhandanstalt mbH, 

Team Dresden. 

Aiexanderplatz 6,0-1020 Berlin, 
Telefax: (49/30) 3154-7650. 


All bids should be submitted no 
later than Monday. August 10.1992. 
1Z*00 Uhr, to the: 

Liegenschaftsgeselischaft 
der Treuhandanstalt mbH, 

Alexanderptatt 6,0-1020 Berlin, 
Herrn Welling, Zimmer 7203. 


..^1 Treuhandanstalt 
Direktorat U2A 
Leipziger StraSe 5-7 
0-1080 Berlin 

jjd Liegenschaftsgeselischaft 
der Treuhandanstalt mbH 

Team Dresden 
Alexander piatz e 
0-1020 Berlin 
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FT LAW REPORTS 


PEOPLE 


No undertaking for Sunday trading ban Time Products turns the clock back 

.. c+ramyfh nnw lies in brAtu 


KIR KLEES BOROUGH 
COUNCIL v WICKES 
BUILDING SUPPLIES LTD 

House of Lords 

(Lord Keith, Lord Acfcner, Lord 
Goff of Chfevelcy. Lord 

Jauncey of Tullichettle 
and Lord Lowry): 
_ June 25 1992 _ 

A LOCAL authority exercising 
its law enforcement functions 
can seek an injunction to 
restrain retailers from breach 
of the statutory prohibition on 
Sunday trading: and the court 
has a discretion whether or 
not to require it, as a condi¬ 
tion of grant of the injunction, 
to undertake to make good 
any damage suffered by the 
retailer should the prohibition 
be invalid under EC law. 

The House of Lords so held 
when allowing an appeal by 
the Kirklees Borough Council 
from a Court of Appeal deci¬ 
sion that it was required to 
give an undertaking in dam¬ 
ages as a condition of its being 
granted an interlocutory 
Injunction to restrain Wickes 
Building Supplies Ltd from 
Sunday trading. 

LORD GOFF said Sunday trad¬ 
ing was prohibited by section 
47 of the Shops Act 1950. 

The ineffectiveness of prose¬ 
cution to deter large stores 
from Sunday opening had 
caused local authorities 
charged with enforcement of 
section 47 to search for a more 
effective remedy. They had 
resorted to seeking injunctions 
to restrain stores from infring¬ 
ing the section. 

Now stores were invoking 
EC law. The argument was 
that section 47 could not stand 
because, it was said, ft was 
inconsistent with article 30 of 
the EC Treaty which was of 
direct effect and prohibited 
quantitive measures on 
imports and ail measures hav¬ 


ing equivalent effect 

On May 14 1990 the council 
obtained from Mr Justice Mer- 
vyn Davies an interlocutory 
injunction restraining Wickes 
until trial from using premises 
in the Kirklees area for Sunday 
trading. 

On the evidence before him 
Wickes had been trading on 
Sundays and intended to con¬ 
tinue dotng so unless 
restrained by the court It was 
common ground that Wlckes's 
Sunday trading was in breach 
of section 47 unless that sec¬ 
tion had been rendered ineffec¬ 
tive by article 30 of the treaty. 

The judge, applying the prin¬ 
ciples in Hoffmann-La Roche 
[19731 AC 295, held that since 
the council was engaged In law 
enforcement duties, he had a 
discretion whether to require it 
to give an undertaking in dam¬ 
ages. He exercised that discre¬ 
tion against requiring an 
undertaking. 

As a result of that decision 
many other local authorities 
obtained interlocutory Injunc¬ 
tions restraining Sunday trad¬ 
ing. 

The Court of Appeal decided 
that the judge had erred in not 
requiring the council to give 
an undertaking. 

The result was that large 
retail stores were trading on 
Sundays up and down the 
country, undeterred by the 
threat of criminal prosecution 
and unrestrained by injunc¬ 
tion. 

Section 71(1) of the Shops 
Act I960 provided that it was 
the duty of every local author¬ 
ity to enforce the provisions of 
the Act “and for that purpose 
to institute and carry on such 
proceedings in respect of con¬ 
traventions as may be neces¬ 
sary to secure observance 
thereof. 

Section 222 of the Local Gov¬ 
ernment Act 1972 provided that 
local authorities “in the case of 
civil proceedings, may institute 
them in their own name”. 


On the face of those two stat¬ 
utory provisions it appeared 
that proceedings in its own 
name by way of injunction 
were open to 3 local authority 

in order to secure observance 
of section 47. 

The Court of Appeal required 
the council to give the under¬ 
taking because, first, it held 
that in English law the discre¬ 
tion to dispense with it was 
available only to give effect to 
a Crown privilege, and did not 
extend to local authorities 
exercising the function of. law 
enforcement; and second; 
because under EC law an 
undertaking must be given 
where necessary to protect any 
EC law right of direct effect 
which might possibly be 
affected. 

In Hoffmann-La Roche the 
secretary of state claimed an 
injunction restraining Hoff- 
mann-La Roche from char gin g 
prices for drugs in excess of 
those specified in an Order 
approved by Parliament. The 
House a f Lords held he was not 
required to give an undertak¬ 
ing in damages to recompense 
Hoffmann-La Roche in the 
event of the Order being 
invalid. 

Previously it had been gener¬ 
ally accepted that the require¬ 
ment of an undertaking in 
damages as a condition of the 
grant of an interlocutory 
injunction did not apply in the 
case of the Crown. The origin 
of that rule lay in the fact that 
since the Crown was not liable 
in damages in the ordinary 
way, an undertaking require¬ 
ment would be inconsistent 
with its immunity from liabil¬ 
ity. The Crown Proceedings 
Act 1947 had removed the justi¬ 
fication for the rule. 

The question in the present 
case was whether the Haff- 
mann-La Roche principle 
should apply in the case of 
public authorities other than 
the Crown charged with 
enforcement of the law. 


The majority in the Court of 
Appeal concluded that it 
should not apply. Lord Justice 
Dillon said it was "a privilege 
of the Crown alone". 

Hoffmann-La Roche did not 
confer a privilege on the 
Crown. On the contrary, it dis¬ 
mantled an old Crown privi¬ 
lege and substituted a principle 
on which, in certain limited 
circumstances, the court had a 
discretion. 

It was diffic ult to understand 
why the same principle should 
not in similar circumstances 
apply to other public authori¬ 
ties when exercising the func¬ 
tion of law enforcer in the pub¬ 
lic Interest 

The breadth of section 71(1) 
of the 1950 Act was such as to 
embrace injunction proceed¬ 
ings brought under the power 
subsequently conferred by sec¬ 
tion 222 of the 1972 Act 
There was no material differ¬ 
ence between the council In 
the present case and the 
Crown in Hoffmann-La Roche. 
The court’s discretion to 
require an undertaking applied 
to public authorities exercising 
the function of law enforce¬ 
ment In the circumstances 
specified in Hoffmann-La 
Roche. 

It followed that, apart from 
the question of the impact of 
EC law, such was the discre¬ 
tion which the courts should 
have exercised in the present 
case. 

The Court of Appeal major¬ 
ity held that the court was 
bound by EC law to require an 
undertaking in damages from 
the council if an interlocutory 
injunction was to be granted. 
That conclusio n based on die 
premise inter alia that if 
Wickes was right that section 
47 was incompatible with 
article 30. it had a current 
right to open its stores for Sun¬ 
day trading and It was the 
national court's duty to protect 
that right 

The question whether sec¬ 


tion 47 was inconsistent with 
article 30 had been referred to 
the European Court of Justice 
in Torfaen [1990] QB 19. In 
Stoke-on-Trent {1984} AC 704 Mr 
Justice Hofflnann, Interpreting 
and applying Torfaen, granted 
an injunction. Matters eHai^ p d 
after the Court of Appeal deci¬ 
sion in the present case. By the 
time Stoke-on-Trent came 
before the House of Lords, Tor¬ 
faen bad been followed by Con- 
fora ma (Case C 312189) and 
Marckandise (Case C 332189). 
The House felt compelled to 
make a reference to Europe. 

If tbe European Court should 
hold in Stok&on-Trent that sec- 
' tion 47 was invalid as being in 
conflict with article 30, the UK 
might be obliged to mike good 
damage to individuals 

by the breach of article 30 for 
which it was responsible. 

It did not follow, however, 
that the council should be 
obliged to give an iniiiBrtgiHnf 
in damages as a condition of 
the grant of an injunction. 

'Hurt was because the obliga¬ 
tion (if any) on the UK to make 
good any damage suffered by 
Wickes would arise irrespec¬ 
tive of any undertaking in 
damages. 

In the circumstances, such 
an undertaking would be 
superfluous. 

Wlckes’s argument that the 
council should be required to 
give an nnflgrtairiwg in dam¬ 
ages had no justification in EC 
law. 

For the council: Stuart Isaacs 
QC, Timothy Straker and Nell 
Calver (Sharpe Pritchard for 
MRG Vause. Huddersfield). 

For Wickes: Andrew Collins 
QC and Paul Lasok (Edwin Coe 
for Metcalfe Copeman Pettefar, 
Peterborough). 

For the Attorney General 
intervening: Stephen Richards 
and Nicholas Paines (Treasury 

Solicitor). 

. Rachel Davies 

Barrister 


Richard Langdon, one of the 
City's veteran company doc¬ 
tors, is signing off from 
another of his former patients. 

He has handed back the chair¬ 
manship of Time Products to 
Marcus Margnlies (right), 
whose family has been 
involved, with the company for 
many years, 

While Time Products, 
Britain’s leading watch distrib¬ 
utor. was never in as serious a 
financial condition as FNFC, 
another of Langdon's patients, 
it has benefited from his con¬ 
servative touch at the helm. A 
former senior partner of 
accountants Spicer and Pegjer, 
he took over the T3ma chair¬ 
manship in 1964 after the com¬ 
pany had reported a trig loss 
and cut its dividend following 
an ill-judged expulsion Into 
Hong Kong. 

The 49-year old. Mazgulies, a 
well known figure In the inter¬ 





national watch industry, had 
been chairman of the company 
for seven years before Langdon 
was recruited. He said yester¬ 
day Langdon had trans¬ 
formed his family-run company 
into a proper business. 
Although it is sufierring like 
the rest of the watch industry, 
ft has £20m of net cash, and its 


Maples takes on Saatchi role 



It sometimes pays to be on the 
whining side, even if you are a 
loser, as Chris Patten, the Tory 
party chairman who lost Bath 
in the UK’s April general elec¬ 
tion learnt He quickly became 
governor of Bong Kong. 

Now another Tory, loser, 
John Maples, formerly eco¬ 
nomic secretary to the Trea¬ 
sury and loser of. the seat at 
Lewisham West, has also 
quickly picked up another job. 
He has been appointed chair¬ 
man of yet another new Saat¬ 
chi & Saatchi advertising sub-. 
sidiary, this one to be called 
Saatchi & Saatchi government 
communications worldwide, or 
SSGCW. 


■Michael Hereon, formerly 
sales and marketing director 
of Greater London Supplies, 
and Richard Mfles, marimttng 
and development director of 
the branded restaurants 
division of Allied Breweries, 
have been appointed director 

of commercial development 

and director of operations, 
respectively, of PITMAN 
EDUCATION ft TRAINING. 
■Michael Irvine has been 
appointed deputy md of 
REDIFFUSION SIMULATION; 
he joins from Electro-Optical 


' Few-can forget the heroic 
role played by the Saatchi’s in 
the Conservative party's regu¬ 
lar election victories. Three 
executives have been seconded 
to assist Maples In his new 
role, which apparently will be 
to “deal. with 'communications 
between governments and 
their people and people and 
their governments”. 

Saatchi & Saatchi group 
reported pre-tax losses of 
£5&4m for Its last financial 12 
months, and chief executive 
Robert Louis-Dreyfus is strug¬ 
gling hard to persuade those 
300 group executives annually 
earning £150,000 and above to 
take cute. 

and Data Systems Group of * 
the parent company Hughes 
Aircraft Company. 

■ China he*" 

appointed director, fuels 
marketing for MOBIL OIL; 

John Banfidd; director lubes 
and commer cial marketing , 
b to be appointed president . 
designate d Mobil Oil bv based 
in Rotterdam. 

■Julian Agnew has been 
app otnted cfaairman of 
AGNEW’s on the retirement 
of Evelyn JoD, who remains 
a director. 


strength now lies in brand 
marketing and distribuA-m 
■rather than manu&cturing,*&e 
cause of many of its previous 
problems. 

Langdon, who is 73, has been 
. Shedding several of his direc¬ 
torships including the chair¬ 
manship of FNFC and deputy 
chairmanship of Chemring, 
However, he will remain a non¬ 
executive director of Time. 
Meanwhile, Frank Frame, a 
recently retired deputy chair¬ 
man of Hong Kong ft Shanghai 
Ranking Corporation, has been 
appointed deputy chairman, 
and Keith Brooks, who has 
been responsible for building 
up Time’s Sekonda brand, has 
been promoted to joint manag¬ 
ing director. Roger Tsui, man¬ 
aging director of Remex, has 
resigned from the board follow¬ 
ing Time’s decision to dispose 
of its Hong Kong trading 
operations. 

Electronic . 
switches 

■ Walter MacGregor is 
appointed financial controller 
and. company secretary of 
VTECH ELECTRONICS. 

■Ken Williams, former sales 
director of Case 
Communications, has been 
appointed E urope an sates 
director of SCITEC. 

■ Steve Debtor, formerly 
vice-president of marketing 
at Progress Software, has been 
appointed to the same position 
atCOGNOS. 

■ Max Neubauer, formerly ' 
director of sales and marketing 
TRIUMPH-ADLER in 
Australia, has been appointed 
rod of its UK subsidiary. 
■Jamie Mlnotto (below), 
formerly md of TANDON, has 
been appointed md of 
PEGASUS GROUP. 


ft 



Crest Nicholson builds up its board 


Bob Erith, who was the City’s 
number one rated analyst of 
the building industry for more 
than a dozen years, has joined 
the board of Crest Nicholson, 
aneof Britain’s battered house¬ 
builders, along with John Mat¬ 
thews, the. merchant banker 
who helped advise Beazer on 
some of its biggest deals. 

John Callcntt, who took over 
as Crest’s chief executive a 
year ago, says that “both axe 
not only well known nn»™»fai 
men but are also well known 
for the knowledge of our indus¬ 
try". He said that Crest bad 
consulted Proned, the body 
which promotes non-executive 


directors, about the appoint¬ 
ments. 

Erith, 53. a former senior 
partner of Savory Milln, is 
probably best known in the 
Caty for producing .his annual 
bonding book” - a tome filled 
with facta and figures about 
the industry. Although he has 
. not been involved in analysin g 
companies for some years - he 
la chairman of the equities 
group of Swiss Bank Corpora¬ 
tion - he maintains close ties 
with the industry. 

. Erith has known Geoffrey 
Fox, one of (hast Nicholson's 
founding directors for over 30 
years, and is deputy chairman 


of Erith, a family firm of build¬ 
ers’ merchants. He said yester¬ 
day that Crest had got itself 
into “very much better shape” 
following its problems last 
year. It had-written dpwn the 
value of its landbank "very 
hard", and reduced its gearing. 

John Matthews, 47. has had a 
less traditional career than 
Erith. Having been a senior 
director of County NatWest, he 
went on to become deputy,, 
chairman of Beazer, the acquis-?' 
itive building materials com¬ 
pany which was taken over by 
Hanson last year. He Is cur¬ 
rently chief executive of Finan- 
dfere Indosuez. 


Credit Suisse cold bar 



Mask oI Tutankhamen, Cabo 

Advanced civilizations create things of lasting value. 
Banks have a similar task: lo protect assets and see 
that they grow. At Credit Suisse, a huge store of 
experience and know-how has been channelled into 
the development of sophisticated investment 
strategies and advisory services. 


Credit Suisse, in partnership with CS First Boston Ina, 
is one of the world’s foremost financial services 
groups. FulUservice banking backed by solid Swiss 
tradition - it's a combination ttrat's hard to beat. 



We do more to keep you 
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at the fop. 



CRLDfT SUISSE 


The fifth edition of this quarterly. . 
supplement win be published by die . 
FT oq Tuesday 7th July 1992. - 

The review will offer independent, 
practical advice for the user, with case! 
studies of live implementations, as * - 
well as detailed analyses of spedftc. : 
products and servins. 

With spending on software now a 
boardroom issue, the review wifi be 


- - f •• 

of particular interest to the 130,000 
UK directors arid senior managers, 
and nearly 50,000 key senior 
managers, in continental Europe, who 
read the FT. ' . 

- Ifyou want to reach this vital 
midienCe and other decision-makers 
worldwide, call Polly Attwood now 
on (071) 873 4685 or fax her on 
(071)8733079. O 
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hematic exhibitions 
tend ; to be viewed 
withdeep .suspicion. If 
the theme is tod 
broad, and - crucial loans . 
ohforthcoming, they run the. 
- ' riskfof being uneasy" assem- 
- Mages of disparate objects 
incapable of telling us any- 
■ filing hew. Giulio MaccM’s 
ambitious multi-media explore* 
turn of Love: from Olympus to 
the Alcove at Turin’s Mole 
Antdnelliana. is no exception.. - 
From the first, the visitor Is 
bombarded by a hotch-potch of 
1 images. The opening sequence,. 
for instance, takes ns from the 
1370s and Robert Indiana's^ 
“Love” carpet to Guido RemV 
“Eros” and the seicento, in. 

• ** three paces, and sets -a great 
Cranach b f*rt de- a -biTmhi<> cnpid - 
on a candlestict The visual 
confusion is disorientating, 
and made worse by the Mole 
space which allows one to see 
almost everything oh each 
floor at the same time. ;. 

It soon becomes apparent 
that this is-not ain • e xhib ition 
about ait - as the slipshod 
captioning bears witness. This 
is art as document of cultural 
history, and It is a potted-his¬ 
tory to boot Macchl alights on 
one promising line of enquiry 
only to flit to another. Nothing 
is pursued, nothing explained. 
Individual exhibits or 

<ap qnpn«xf may be faartwfldng , 

but juxtapositions are less fre- 
quently Illuminating than. 
** banal or simply haffflrig . 

Enduring emblems of love- 
set the scene. There are 
Venuses by Botticelli (sacred). 
Cranach (profane), Man Ray 
(bound), Arman (sliced), Yves 
Klein (blue) and Jim Dixie - 
(black). Boucher’s is a cloud- 
borne confection strewn with 
pearls; Pistolettp’s is almost 


submerged, in a- momii- 
clothes. Hearts'*4pi‘ 
abstract canvases nci 
ah ohtcrdp;uf^o^m^^g^. 
- rihi come -cast, carved saH-gitt, 
woven; ^ painted,ei^m- 
ailed... Pwhsscfo ~‘ 
tionotCrpnatiL 


■flow.. 

. Leering over -'*2- -i&Jsqiaco • 
Bed’s repelleih: jnaiolH^rcHef 
of .an? embrai^ngv Co^I'-and 
Psyche, Psyche’ : ied 
tongue obscenely protruding. If 
makes^.travesiy ofttie tender - 




marble vectionof tfaegroap on 
loan fro rir- T • the^Capit oli|ie 
MuseuminRopie. Btfs-iwft' 1 . 
mental panel ~is.--th^rfifst:idf 
many depre&rfng7l«te'20tn Cen¬ 
tury inMiesitffld^^. £ ; . j£-f ■ 
In rihei Aims', cf^Sednctlmr 
we glimpHS 1 ;lib# J enchanted‘ 

world of-4xria^loya'Mwii»fal 

and Reritifesahce ivory combs - 
and woodah’caskets present: 
«anieii8atito^_«3d.^essal- 
anter.Meaacing^birrt8 -of 
alchemy aftd.ymfigtc ffidp'upin. 
the weird faritat^'landKape xrf 
Gfrafentp da^CaipL'^Tlte Pact” 
dips ihto'ae -crides iof ^behav¬ 
iour sanctfdned by society. We 
find i :; JStfi. century tract 
t’s 


“Lea Marife-dfi la-rTour Eiffel". 
as a joytol cefebratlon of holy 
matrtmoay.-i ‘ 

An early isth century sex 
manual,: with ' illustrations 

I rooti n g Tinman Twly like 

fragments of classical sculp¬ 
ture, helpfully instructs its 
newlywedrraderscBithe vari¬ 
ous combihcdidns iaf genitalia 
of hermaphrodites. Bassano 
and- Burne-Jones depict virtu¬ 
ous women. A 15th century 
birth salver depleting the Last 
jnd gment stands in ironic can 
trast to the triumphalism of 


... Valerio Admai’s , 1970 - “Les 
l Joies de r&dultere*.' 

“Intimacy "■ Revealed” 
proceeds to unlock doors and 
rip off any number of brown 
. jpaper wrappers. From .the print 
. room of tiie UfHzi comes a 
stoles of sexual fantasies by 
-Fuseli, notorious but never 
exhibited. .More schematic, 
works, of reference even, .are 
the couplings drawn by 
FTancesco Hayez (he of TThe' 
Kiss”, which Is here too).. 
Beside them'is a more 
-conventional portrait of his 
. model and mistress sitting up 
in.bed. Additional paintings 
•>and drawings by. Picasso ami 
;_Xe Corbusier contrast, the 
, 'public with the private. 

On general release, 
-apparently for the first time, 

, -are frescoes, mosaics, sculpture 
: and ceramics from 1 the secret' 
or-“reserve” collection. of. 
antiquities discovered at 
.Pompeii and Herculaneum. It 
- is an extraordinary. collection, 
interesting not leasts as “the 
catalogue, essay reveals, in 
: terms of subsequent attitudes- 
towards it. Even the great 
. Winckelmann was not granted 
. access to the.stm shocking 
marble of Pan and the goat 

Next comes “Possession" - 
' have not we had-that already? - 
. - and violent abductions and 
: violations, from illustrations of 
-mythological rapes to Andrd 

Maam n'i}' “T/ ghlfc p ftirwnt ". The 

fury of these scenes contrast 
with the docile languor of the 
harem. TMs section offers up 
such curiosities as a 15th 
century , chastity belt and 
death masks of a rapist and a 
wife .murderer made for 
' Turin’s long closed museum of' 
criminal anthropology. 

At the heart of the Mole's 
, space-rocket interior is. “The 


Theatre of . Love”. A series of 
beds are viewed to the sounds 
Of great theatrical love scenes 
recorded by 'Luca Roncone. 
From here the “siege d’amour" 
of around 1890 from an 
infamous Parisian brothel (was 
it really made lor the Prince of 
Wales?) is; only a footstep 
away The' cool classicism and 
unexpected comedy of Ledoux 
and Lequeu’s projections of 
Revolutionary maisons de 
ff/ff fc iy-. nigkft fbr a fascinating 
oasis before the latter part of 
•the show’s breathless romp 
around fetishism (shoes, 
leather), sadism (Dix), 
.transvestism (Warhol), 
voyeurism and' various 
homo-erotic acts. Surprisingly, 
the show has attracted neither 
the wrath of the Roman 
Catholic Church nor 
enthusiastic art lovers in dirty 
macs. 

Thankfully we are cheered 
by the burlesque of the magic 
lanterns In “The Cinema of 
Love", and by the great love 
scenes of the silver screen. 
Nine extracts play continually, 
from Bunuel's On Chien 
Andolou to Zabrisfde Point. 
'Around us Valentino, Garbo 
and Rita Hayworth smoulder 
from promotional posters. 

The show closes on a note of 
purification with “The 
Triumph of Love”. That proves 
another odd-ball assortment 
from Dante to Jim Dine, the 
latter’s "Twins in the Forest” a 
life-size and roughly hewn 
Adam and Eve ornamented 
with spanners, saws, scythes 
and any number of tool-shed 
castafb. Geddit?! 

L’Amore: Dall’Olympo 

alTalcova” continues at the 
Mole Antonelltana, Turin, 
until October 4. 
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Detail from ’Venus et Famour 5 , 1949, by 
Pablo Picasso 
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Theatre/Malcolm Rutherford 

A Winter’s Tale 


Adrian Nbble’s new production 
of The Winter’s Tale at Strat¬ 
ford domes dose to -perfection. 
The play has always had its 
detractors, saying that it. was 
good only in parts. In the 18&-. 
century there were versions 
which omitted Leontes, the. 
jealous king of Sttily, and his 
injured' wife, Hermiope, .alto-; 
gether. Recently F saw a ver- 
jskm which cut out the part of 
Leontes* son, Mamflfius. 

Such cutting and carping 
have toways seemed to me to 
be wroug. Nohle's production 
proves that they are wrong on 
stilts: Nothing Is omitted. 
Everything that has ever been, 
seen to be good in the play is. 
there; it comes out as a perfect 
whole. The attention to detail, 
without distracting from the 
wider piece, is. remarkable. 

ft is often said that Leontes’ 
jealousy when he decides that 
his wife is enamoured of Pohx- 
enes the king of Bohemia, 
comes on too suddenly and Is 
therefore not credible. Here, as 
played by John Nettles, 
Leontes has all the marks of a 
man close to insanity. He 
drinks heavily at the opening 
reception, his speech beconms 
slurred and his behaviour vio¬ 
lent and irrational: Quite 
dearly he is having a nervous 
breakdown. 

This initial burst of realism 
does not undermine, the play’s 
subsequent magic. On the con- 
trary, it reinforces it if Lear 
retreats into madness, Leontes 
backs out of it as the young 
lovers take over. Essential to 
the romantic shift are the 


designs by ‘Antinmy Ward. 
These .rely heavily on the. use 
ot balloons: sometimes bal-: 
loons galore as when Autoly- 
cos (Richard McCabe) descends 
from the flies using them as a 
sjow-mavihg parachute, some¬ 
times balloons restrained. Sev- 
An-ytwir-nW MajnfiQius plays on 
his own with a red balloon in a- 
scene reminiscent of a femous 
short.movie. Instead of the 
^horas^qidten hy Tiihe to Indi¬ 
cate. the passing of 16 years, a 
paper^ arrives attached to 
another balfoart -" ' -; - ■ . • r 
Perdita, ffie missing dau^i- 
ter of Leontes, is played by 
PhyBida Hancock, who has. 
. grown up with a rural accent 
in common with the s etting . 
But the old shepherd also 
picked up a lot of gold when he 
stumbled across the abandoned 
infant. The sheep-shearing 
party is hot just a bunch ot 
rustics. There is. enough money 
about to pay for decent enter¬ 
tainment 

. Between the court and the 
shepherds we have had the 
storm scene and the dumping 
of Perdita. Here is one of 
Shakespeare’s strangest stage 
directions: “Exit Antigouns, 
pursued by a bear.” Here the 
bear, Bke the back tegs of the 
pantomime horse, ought to be. 
-credited. He has human char¬ 
acteristics in that he bends 
down and kisses the foundling 
before seeing AntigOHus oft 
Towards-the aid we .return 
to realism. When PoHxenes dis¬ 
covers that his son is about to 
marry a shepherdess, he 
unmasks himself and forbids 



Ludlow Festival/B A Young 

As You Like It 


Richard McCabe 

the wedding. R is a reminder of 
Leontes’ behaviour at the start, 
but there is a difference. This 
Is genuine anger, not the act of 
someone approaching mad- 


The final statue scene is. 
done with Hermione at the 
front of the stage, her back to 
the audience, so that the audi¬ 
ence watches the amazed feces 
of the court rather than won¬ 


ders if Hermlqne will betray 
herself by twitching the odd 
muscle before; time. But the 
rest of the production has been 
so good that the statue scene is 
less a dramatic climax than a 
fitting end. The ultimate plea¬ 
sure, as always, is in seeing 
Paulina, delightfully played by 
Gemma Jones, betrothed to an 
equally urbane Camille (Benja¬ 
min Whitrow), • 


As. always, the heart of the 
Ludlow Festival is the open-air 
Shakespeare in the ruins of the 
Castle. -This year, Alan Cohen’s 
direction gives As Ym^IAke Jt a' 
notably contemporary look.. 
.Designer Claire Lyth, with 
Adrian Gwillym, has provided 
costumes of our own day, with 
a touch of the military in the :. 
Duke’s Court Orlando's odes 
and elegies. duly- spiked all 
over the -plenteous greenery, 
are:'written on A4 sheets, 
himself (John Gordon- 
ir) is a pleasant young 
man, faintly Scottish, whom 
you might see any day in a 
high-class soap. 

It feels as if the audience has 
spilt on to the stage and car¬ 
ries on there as it does else¬ 
where in town. Maybe Shrop¬ 
shire’s country copulatives 
would end up with fewer mar¬ 
riages, but they might be as 
well satisfied with Hymen in 
charge as the local Sir Oliver 
Martext. The emotions are, 
deliberately, 1 would say, not 
explored deeply. The talk 
between Celia and Rosalind 
prior to their leaving for Arden 
is kept mainly to their usual 
jokey attitudes. Victoria Wicks, 
an enchanting Rosalind, need 
only put a cap on to turn her¬ 
self into a boy, for (since the 
days when she could only be a 
boy) no one, not even Orlando, 
has seriously had to believe 
that she is one. 

Celia (Wendy Morgan) 
should have told Touchstone 
not to bring his golf-clubs with 
him. but Sylvester McCoy - 


BaUet/Clement Crisp 

The Opening 


Any evening In the dance 
theatre that ends with Maurice 
Bejart's Rite of Spring comes 
with a guarantee of impending 
doom, as we await the rutting 
animal capers that will bring 
the curtain down. But Wednes¬ 
day night's triple bill by the 
Berlin Ballet was hell-bent 
from the first. To start a pro¬ 
gramme with Bill T. Jones' The 
Opening is to offer the most 
miserable activities as portrait 
of a company. 

Purporting to deal with the 
Ballet after the destruction of 
the Berlin Wall, its only con¬ 
nection with that event is to 
show choreographic rubble as 
a parallel with the Wall's fate. 
There is a sound track (com¬ 
piled by John Oswald) in 
which recordings of music 
used for dance at the Deutsche 
Oper are turned into a confetti 
of single bars, notes, phrases, 
that are, in certain super-brut¬ 
ish instances. Layered one on 
another. It is a profoundly 
tasteless assemblage. 

On a bare stage - with a 
golden figure from one of Ber¬ 
lin's monuments as back-drop 
- twenty-seven dancers wear 
a rag-bag of costuming from 
the theatre's wardrobe. They 
run, posture, trudge through 
snippets of their repertory as 
scrappy and insolent as the 
sound-track. Of choreographic 
scheme, invention, sense, I 
could discern no trace. A man 
and a woman indulge in a run¬ 
ning fight Fatuity rules. The 
piece is an affront to the Berlin 
artists and to the history of the 
company. How welcome and 
valuable would have been the 
revival of a work by Tatiana 
Csovsky, an important and 


neglected choreographer who 
was the architect of the Berlin 
Ballet’s rebirth after the war. 

There followed Christopher 
Bruce's Swansong. This por¬ 
trait of a man under interroga¬ 
tion - though Bruce has 
advised us that it might also be 
about the ardours of a dancer’s 
life - is very popular with 
audiences. Its great merit is in 
the stunning role it has given 
Koen Onzia as the victim, and 
in a guest appearance, he 
repeats bis customary triumph. 
It is a reading of dazzling phys¬ 
ical resource, the ideas of ter¬ 
ror and anguish marvellously 
exact in expression. 

There is little that remains 
to be said about the B$'art Rite 
of Spring, which has been lum¬ 
bering across the world’s 
stages for the past three 
decades, save that it is a clev¬ 
erly packaged sex-act which 
combines Disney-ish anthropo¬ 
morphism with emotional bla- 
tancy. The boys are on beat; 
the girls are tremulously 
expectant. They meet. They 
couple. (The piece should be 
subtitled Congress Dances). 
The Berlin artists bounce and 
leap with a will, and behave as 
if it mattered. A programme 
note announces that these will 
be the last London perfor¬ 
mances of Bdjarfs Rite, since 
the maestro has decided to 
withdraw the work from the 
stage. Who says prayer goes 
unanswered? 

The Berlin Ballet is at The Col¬ 
iseum until July 4, with varied 
programming. Support for the 
seaso n comes from Montblanc 
(UK). 


Musical/Richard Fairman 

Do I Hear a Waltz? 


makes him whole-heartedly 
comic - most unlikely to give 
a speech about quarreling by 
the book, so he didn't Bald, 
reserved Jaques (Ken Drury) 
would never learn real clown¬ 
ing from him, and chose better 
to join the converted Duke, 
who at least was never triviaL 
, Alex Hardy's Duke is in fad 
very positive, he might almost 
have been commanding UN 
troops in mid-Europe. His 
exiled brother (Robert Arnold) 
also likes to get things done, 
but more patiently. He was 
specially patient with Amiens,; 
who sang Michael Gregory’s 
awful settings of the 
well-known songs with appro¬ 
priate lack of sympathy. 

Such small matters never- 
lowered the general feeling of) 
comic do-as-you-please for 
long, and Victoria Wicks’s 
delivery of the epilogue 
aroused proper enthusiasm. 

There Is more than Shake¬ 
speare in the Festival There is 
a evening with Seamus Hea¬ 
ney, one with Simon Brett, one 
with Brian D. Barnes (as 
Pepys). There are organ, piano 
and violin recitals, concerts 
Bach’s Mass in B minor will be 
sung in the parish church, and 
so will Madam Butterfly. There 
are fringe theatre and jazz. 
There is above all the lovely 
little town on the Teme, in the 
heart of the Housman country. 

The Festival runs from Jane 
27 to July 12, sponsored by 
national and local businesses 
and Individuals. (0584) 872150 


The film Summertime is a 
regular In the repeat slot on 
televirion and it came around 
again not so long ago. There, 
amid the ravishing backdrops 
of sun-soaked Venice, are 
Katharine Hepburn and Ros- 
sano Brazzi, embarking on a 
summer romance that we 
know will end with smiles 
shining through the tears. 

It is less well known that the 
same book also spawned a 
musical Richard Rodgers's Do 
X hear a waltz? opened on 
Broadway in 1965 and ran for 
220 performances, a short run 
by his standards. It was felt 
that the show failed because of 
the jaundiced view it takes of 
Americans on holiday, who are 
shown setting out with a cou¬ 
ple of Italian phrases on their 
Ups and little but a quick vaca¬ 
tion romance on their minds. 

TMs is the satirical cutting 
edge, aided by Stephen Sond¬ 
heim's lyrics, which is brought 
to bear on what might other¬ 
wise have been a stickily senti¬ 
mental plot Still, there are 
some good tunes, too good to 
have been forgotten certainly; 
and Martin Connor’s produc¬ 
tion for the Guildhall students 
caught nicely the intimacy of a 
show, which has no really big 
numbers bat spends its time 
sending romantic duos echoing 
along the canals of Venice. 

Among the travellers is 
Leona Samish, a thirty someth¬ 
ing single woman, not a loser, 
but not much money and no 
man, always alone in a crowd. 
Rodgers’s music has given her 
romantic dreams, while Sond¬ 
heim typically chips away at 
the pain within. Alice Macdon¬ 
ald did better by Rodgers, 


although by the end she had 
also won sympathy for a 
woman tricky to play in her 
very ordinariness. 

Most of the big singing goes 
to the lead man (Sergio Fren¬ 
ch! impressive on the original 
cast recording). Renato Di 
Rossi works in a tourist gift 
shop, though what he is best at 
selling is his affections. He 
loves Pucctni.which Zubin 
Varla found a tall order; but he 
too made a success of a diffi¬ 
cult role by catching the sin¬ 
cerity, the middle-age experi¬ 
ence, the Latin charm of the 
ma n. 

The caricatures of- the other 
tourists, all “generous, never- 
fuss” Americans, are a gift. 
Elizabeth Chadwick and David 
Curtiz were the bright young 
ample, working hard at some 
ambitious choreography by 
David Toguri. Melanie Ramsay 
and Charles Edwards were 
spot-on as the older pair, him 
in business, her the gawky 
wife. Polly Moore made her 
mark as the owner of the pen- 
sione who scavenges on stray 
husbands among her guests. 

In retrospect, what makes 
this musical worth seeing 
again is the unique match of 
its composer and lyricist Just 
when Rodgers is Indulging in 
ballads which melt too easily 
in the mouth, Sondheim is 
there, ready to turn hope into 
disillusion, relationships back 
into loneliness. As Leona 
remarks in one of her best 
songs, that is what the show is 
all about the eternal couple, 
“life and me”. 

Performances continue until 9 
July (Box Office 071-638 8891) 
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The Guggenheim Museum in 
Mew York has re-openedwWi 

Os exhibition space on Fifth 
Avenue more than doublet!, after 
a SSOtn. programme of 
restoration and expansion which 
took two years to complete. The 

- expansion has opened up parts 

of Frank Uoyd Wright’s 
architectural masterpiece which 
were previously used as office*, 
enabflng a much greater portion 
of the museum's collection to ■ 
be put on view. A new ten-storey 
tower, based on Wright 1 * 
original scheme* for an annexe, 
has b een added. Also making 
fts debut Is an International 
centra of contemporary art 
(SoHo) at 575 Broadway. . 

Hie inaugural exhibition, 
installed at both locations until 
August 27, Is 'dealgned to show 

tlw range a«l richness rtMBte 
museum's collection of 19th so 
20th century art. The main 
museum has 250 wadis giving 
a chronological overview of 
modem European and American 


art, beginning with a selection 
Of Impressionist, 
post-impressionist and early 
Modem paintings - among 
ftiem works by CAzamte, van 
(Soghi Gauguin and Picasso. 

There are paintings and .. 
sculptures by Archipenko, 
Kandinsky, Klee and others who 
pioneered European abstraction, 
as well as Surrealist and 
Abstract Expressionist works 
from the Peggy Guggenheim 
Collection In Venice. Postwar 
art is represented by an 
International assortment ranging 
from Franda Bacon’s Three 
Studies for a Crucifixion to 
Jackson Pollock's Ocean 
Greyness and Andy Warhol's 
Orange Disaster. The SoHo site 
unites modem masters with 
contemporary artiste, under the 
title From Brancusf to 
Bourgeois. 

Future plans Indude an 
exhibition, opening in 
mhf-Saptember, of 800 works 
of the Russian avant-garde at 
the time of the BolshevBc - 
Revolution, together with seven 
murals created by Chagall for 
Moscow’s Jewish theatre In 
1920. Next Bpring there win be 
a major presentation of iron 
sculptural work by Picasso, 
Giacometti and other*. The main 
museum Is open daily except 
Thurs; the SoHo museum Is 
dosed every Tues (428 3500). 

exhibitions guide 

COLOGNE 

Museum Ludwig Art for the 
Home: an exhibition of paintings 


from the homes of Cologne art 
lovers, who commissioned works 
privately from reputable artists. 
Ends Aug 9. Closed Mon' 
DUSSELDORF 
Kiinstsammhmg 
Nordrhein-Westfalen 
Constructivist International 
1922-27: more than 120 
paintings, sculptures and 
designs which were first 
exhibited in Dusseldorf in the 
1920s by European artists with 
utopian and revolutionary ideals. 
Ends Aug 23. Closed Mon 
GENEVA 

Cabinet dea Estampes Dali - 
real or fake: a study of the 
authenticity of paintings and 
drawings attributed to the 
Spanish Surrealist artist, all 
dating from the early 1930s. 

Ends Oct 4. Closed Mon 
Petit Palais Louis Valtat and the 
Fauves: 50 paintings, with a 
special focus on Valtat 
(1860-1952), a precursor of the 
Fauves. Ends Oct 30. Closed 
Mon . 

Galerie Patrick Cramer Marc 
Chagall arid Gerald Cramer: 

-30 years of work and friendship. 
The exhibition includes 40 
etchings which the late Gerald 
Cramer edited for Chagall in 
tee final years of tee artist’s life. 
Ends Aug 21. Closed Sun 
Muse* Barfoier-Mueller Art of 
Benin: 30 bronze sculptures 
dating back to tee 15th century. 
Ends Oct 13. Oaify 
LONDON 

Royal Academy of Arts Alfred 
Sisley (1839-1899): 65 
landscapes by the quintessential 
impressionist This is the first 


major retrospective-of Sisley's 
work, spanning his entire career. 
Ends Oct 18. Also Summer 
Exhibition: tee world’s largest 
contemporary art show, 

. Including works by Clemente, 
Baselitz, TAples arid Ellsworth 
Kelly. Ends Aug 16. Daily 
National Gallery Manet: The 
Execution of Maximilian. The 
exhibition focuses on Manet's 
career as a political artist and 
Includes three large paintings 
(from Boston, Mannheim and 
London] of the execution of the 
Austrian Archduke Maximilian 
in Mexico in 1867, displayed 
together for the first time this 
century. Advance booking 
through First Call 071-497 9977. 
Ends Sep 27. Daily 
WHdenttein & Co Maravna and 
Montparnasse: an exhibition 
covering tee work of Marevna 
and her friends In the bohemian 
artists' colony at Montparnasse 
■in the years 1912-42. Ends 
Sep 16. Closed Sat and Sun (147 
New Bond Street) 

CourtauW Institute Drawing in 
Bologna 1500-1600. Ends Aug 
31. Daily 

Tate Gallery Richard Hamilton 
retrospective. Ends Sep 6. Also 
Turner and Byron: 70 works 
exploring Turner's Interest in 
Byron's poetry. Ends Sep 20. 
William Blake: tee apprentice 
years. Ends Aug 16. David 
Hockney: Seven Paintings. Ends 
July 26.. Daily 

Barbican The Celebrated City: 
art work& belonging to tee City 
of London, including a rich 
selection of 17th century Dutch 
' paintings. Ends July 19. Daily 


Hayward Gallery Magritte. 
Advance booking on 071-928 
8800. Ends Aug 2. Oaily 

LYON 

Mus6e d’Art Contemporaln 
Contemporary art from Poland: 
700 works and more than 20 
hours of video on loan from the 
Museum Sztuki in L6dz. Ends 
Sep 27 

Mus4e des Beaux-Arts The 
Golden Age of Painting in 
Flanders and Holland: portraits 
and historical scenes by 
Rembrandt, Rubens, Van Dyck 
and others. Ends July 12. Closed 
Mon and Tues 
NEW YORK 

Metropolitan Museum of Art The 

Art of Islamic Spain: the first 
comprehensive exhibition on 
the subject, demonstrating the 
spectacular power of Iberian 
Islamic arts from the 8th to the 
15th centuries. Included are 120 
objects, from illustrated 
manuscripts and jewelry to 
ceramics, textiles, armoury and 
carpets. Ends Sep 27. Closed 
Mon 

Museum of Modern Art Louis 
1 Kahn: large-scale retrospective 
devoted to tee most important 
American architect since Frank 
Uoyd Wrighl Ends Aug 18. Also 
Antoni T&pies (b1923): prints 
and illustrated books by the 
celebrated Catalan artist Ends 
Aug 9. Closed Wed 
The Drawing Center Guercino: 
an exhibition of 60 drawings on 
loan from Windsor Castle, one 
of tee highlights of the 
International celebrations ot tee 
artist's 400th anniversary. Ends 
Aug 1 


PARIS 

Parc de Bagatelle Henry Moore: 
27 large bronze sculptures in 
the kind of open-air landscape 
for which they were intended. 
Ends Oct 4 (Bois de Bologne) 
Galerie Dldler tmbert Henry 
Moore Intime. Ends July 24. 
Closed Sun (19 ave Matignon) 

Le Louvre des Antiquaires Les 
jardins du Baron Haussmann: 
documents, plans and 
engravings showing Paris of 
the Belle Epoque. Ends Oct 4. 
Closed Sun and Mon (2 place 
du Palais Royal) 

Mus6e Guimet From the Tagus 
River to the Chinese Sea: 
ceramics, porcelains and gold 
brocade bringing back the magic 
of Portuguese commercial links 
with the East Indies from 1513 
onwards. Ends Aug 31. Closed 
Tues (6 place d'ldna) 

Grand Palais The Vikings. Ends 
July 12. Closed Tues, late 
opening Wed (ave du General 
Eisenhower) 

STUTTGART 

Neue Staatsgalerle Kandinsky: 
180 watercolours and drawings 
from all periods in the artist's 
life, including many lent by 
private collectors. Ends Aug 2. 
Closed Mon 
VENICE 

Doge’s Palace Hieronymous 
Bosch: an exhibition marking 
the restoration of the city's 
collection of Bosch paintings, 
including the Saint Liberate 
triptych. Paradise and The 
Assumption of the Blessed, plus 
works by Metsys and Flemish 
paintings by Dieric Bouts. Ends 
Aug 10 


Museo Conor Canova sculptures 
and tee Farsettl Collection from 
the Hermitage. Ends Sep 30 

VIENNA 

Kunstlerhaus God, Man and 
Pharaoh: 250 works spanning 
4000 years of ancient Egyptian 
sculpture. Ends Oct 4. Dally 
Schlosshof im Marehfeld The 
Baroque View of America in 
Hapsburg Lands: an exhibition 
showing how the European 
discovery of America 500 years 
ago stimulated the creative 
fantasy of court artists and 
craftsmen over the following 
two centuries. Ends Sep 13. 

Daily 

Naturhistorisches Museum Bear 
Facts: a history of tee teddy 
bear. Ends Oct 26. Closed Tues 
ZURICH 

Kunsthaus The pictorial world 
of Brazil: the European quest 
for an earthly paradise and 
modern Brazilian art. An 
exhibition showing the variety, 
power and development of 
Brazilian art from the reth 
century to the present. Ends Aug 
16. Closed Mon 

Museum Rletberg Buddhist and 
Hindu masterworks from Sri 
Lankan museums: 52 objects 
dating from tee 6th to the 12th 
centuries. Including a selection 
of bronze statues of Buddha and 
Shiva. Ends Sep 13 
Graphlsche Sammlung der ETH 
Nik Hausmann: an anthology 
of Swiss lithography from the 
past 20 years, based on work 
carried out at Hausmann s 
atelier in the Jura hills. Opens 
on Tuesday, runs till Sep 4. 
Closed Sat and Sun 
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Obligations 
at Lloyd’s 


THE GOOD news for Lloyd's of 
London is that Sir David Walker 
says there was no fraud or con¬ 
spiracy behind the worst losses at 
the insurance market. The bad 
news is the list of unedifying or 
unwise practices contained in his 
committee’s report on the busi¬ 
ness in which those losses arose, 
the LMX reinsurance market. 

Some of those practices make 
one's hair stand on end. Inexperi¬ 
enced underwriters were writing 
reinsurance while in the dark 
about the risks further down the 
“spiral" of contracts. Instead of 
dispersing risk, the LMX spiral 
served to concentrate it. but no 
one at Lloyd's seemed to worry. 

Though LMX business looked 
very profitable, enticii^; unwary 
Names into syndicates, it was per¬ 
sistently underpriced in view of 
the risks. The regulator's principal 
risk-monitoring tool, a limit on the 
premium income which Names 
can accept, exaggerates the impact 
of market swings rather than 
dampening them. To the extent 
that people thought it more effec¬ 
tive than it actually was, a form of 
moral hazard was created. 

Brokerage commissions appear 
to have been unrelated to the 
scale or effort and risk involved 
for the broker. Working members 
in general did steadily but mod¬ 
estly better than outside Names, 
and some categories of market 
insiders in some years obtained a 
degree of preferential performance 
that was “more than modest, 
which was immodest”. Underwrit¬ 
ers on profitable syndicates rou¬ 
tinely offered membership to bro¬ 
kers who could bring in business, 
but denied it to outside Names. 

Some members’ agents seem to 
have taken “a very lax view of 
their fiduciary duties”: adopted a 
cavalier approach to Names; 
ignored their instructions; failed 
to appreciate LMX risks or pass on 
warnings about them; failed to 
assess the suitability of those 
risks for their Names; and may 
have put their own interests 
ahead of their duty to Names. 


Members agents were not - and 
are not - sufficiently attentive to 
Names. Standards for registering 
members' agents were insuffi¬ 
ciently rigorous. 

Some managing agents failed to 
supervise their underwriters prop¬ 
erly. Lloyd’s started examining 
the performance of managing 
agents too late in the day. The 
market view that one or more 
major LMX underwriters were 
inadequately protected from a 
major catastrophe did not reach i 
the regulators. Lloyd's has been a 
passive regulator, not a pro-active , 
one. Worst of all, without changes i 
to Lloyd's, “the committee do not | 
have confidence that problems of | 
the kind experienced with LMX 
business could not recur”. 

The committee thus proposes 
detailed recommendations for 
reform, some of which - such as 
the introduction of risk-weighted 
underwriting limits - are sweep¬ 
ing. The Lloyd’s council should 
introduce them without delay, 
along with the separation between 
regulation and market leadership 
recommended by Sir Jeremy 
Morse's committee. 

Does the failure by the Lloyd’s 
authorities to prevent these prac¬ 
tices justify a wider sharin^out 
within Lloyd's of losses incurred? 
It is hard to make such a case in 
relation to Lloyd's failure to spot 
the business mlsjudgments of 
manag in g agents and underwrit¬ 
ers. There is a stronger case, how¬ 
ever. when considering those 
affected by the lax practices of 
members' agents. 

That is not how Lloyd’s sees it 
It is offering only hardship assis¬ 
tance, and is leaving its members 
to sue managing agents and mem¬ 
bers' agents where they think 
they have a claim. Suing Lloyd's 
itself has been made more difficult 
by yesterday's decision in the 
Oakeley Vaughan case that 
Lloyd's owes no legal duty of care 
to Names. In the light of Sir David 
Walker's report, it should consider 
seriously whether it owes a moral 
one. 


A cut too late 


FOR SOME months now. Wall 
Street has been treating bad news 
as good news. Anything suggest¬ 
ing that the economy was weak 
would bring forward yet another 
rate cut and that must be good for 
stocks. On Wednesday the news of 
an unexpectedly weak survey 
from the National Association of 
Purchasing Managers was greeted 
in just this spirit. Yesterday came 
the news of employment, and an 
actual cut in the official discount 
rate, which is the Federal 
Reserve's wordless admission that 
it is worried; but this time, the 
markets decided, after an initial 
Pavlovian rise, that the news 
really was forbidding, and fell 
again. 

Even if it is not sustained, this 
was a telling break in bull market 
psychology. The bad news is 
partly economic, though the evi¬ 
dence here is not conclusive, and 
partly political. Whether or not 
the renewed weakness of orders 
and employment is a sign of a 
triple-dip recession, as New York 
pessimists now believe, it is 
undoubtedly bad news for Presi¬ 
dent George Bush. The odds are 
now against an economic revival 
strong enough to revive the presi¬ 
dent's weakening popular support 
before the November election. The 
market, which is vulnerably high 
after its strong showing in recent 
months, now faces political as well 
as economic uncertainty. 

Both the Fed and the market 
were right to attach the greatest 
importance to the employment fig¬ 
ures rather than to orders or sur¬ 
vey results - let alone the still¬ 
rising official leading indicator. 
The Fed’s latest rate cut will no 
doubt be denounced as too little, 
too late - privately by the admin¬ 
istration and publicly by some of 
its supporters. But with short 
rates now low even by historic 
standards (well under half the 
European norm), and with the dol¬ 
lar drastically undervalued, it is 
hard to believe that an earlier cut. 


or a slightly bigger one, would 
have made very much difference. 
Rate cuts and devaluation have 
marked attempts to pull the econ¬ 
omy up by its own boot straps, 
assisted by an effort to export 
recession. The new figures suggest 
that the boot straps are now too 
short to grasp, and that recession 
is being re-imported 

US growth is being hampered by 
a debt work-out, which limits capi¬ 
tal spending both by companies 
and individuals, by defence cuts 
and by the stagnation of real aver¬ 
age earnings. The downturn has 
been intensified by the efforts of 
employers to cut costs, which has 
damped employment even as out¬ 
put has been recovering. 

Any hope of faster recovery has 
rested first on net exports, which 
have accounted for more than half 
the economic growth of the last 
five years, and on a revival of job 
growth, and thus of consumer 
income and confidence. Hie latest 
figures disappoint both these 
hopes. Export order growth turned j 
down sharply in the NAPM sur¬ 
vey, and now payroll employment , 
and working hours have turned | 
down. ; 

None of this means that the US 
economy is in renewed recession; 
the British government would 
give Its eye-teeth to be able to 
report a similar picture of rising 
output with near-zero inflation. 
But the staying power of this slaw 
revival is now in question; the 
downturn of nearly 1 per cent in 
non-military order books, exclu¬ 
ding aircraft, is especially sugges¬ 
tive. 

The American news is bad 
enough to be bad for all its trading 
partners, who had been looking to 
US demand to revive their own 
economies. President Bush may 
get an unusually sympathetic 
hearing when he calls for stimulus 
at Munich next week; but sympa¬ 
thy will not be enough, and the 
Fed's example remains a lonely as 
well as a cautious one. 


FW’s Rubicon 


PRESIDENT F.W. de Klerk's 
speech last night may well prove 
to be as momentous as his land¬ 
mark address in February 1990. 
On that historic occasion he set 
the stage for the release of Mr 
Nelson Mandela, leader of the 
African National Congress, and 
Mr de Klerk’s subsequent partner 
in South Africa's transition from 
apartheid to democracy. Two and 
a half years later it seems that tbe 
partner has become the adversary. 
Over the past few days both sides 
have thrown down the gauntlet: 
the ANC when it launched a mass 
action campaign designed to force 
Mr de Klerk to concede In tbe 
streets what he will not concede at 
the conference table. Last night it 


was Mr de Klerk's turn. He under¬ 
standably rejected an ANC take¬ 
over by street power, but failed to 
recognise that, wherever the 
blame lies, his government has 
within its means the capacity to 
tackle the violence that scars 
South Africa. Hie old battle for 
power is rejoined and unless both 
sides step back only a pyrrhic vic¬ 
tory can be the outcome. 

It may now be too late for the 
two sides to come together to talk. 
The point has perhaps been 
reached where South Africans 
need to be saved from themselves. 
The offer of mediation made by 
the ON secretary general, Mr 
Boutros Boutros Ghali, should be 
picked up. 


G rowing alarm about 
the defects of Soviet- 
designed nuclear reac¬ 
tors has prompted 
western leaders to 
draw up a wide-ranging emergency 
programme, intended to make the 
plants safe before there is another 
Chernobyl-type catastrophe. 

The Group of Seven summitmeet- 
ing in Munich next week is expec¬ 
ted to approve a short-term action 
plan, which would involve spending 
several hundred million dollars on 
the 25 most hazardous reactors - in 
Bulgaria, Czechoslovakia and three 
former Soviet republics: Russia, 
Lithuania and the Ukraine. This 
could lead to a more extensive 
long-term programme, with cost 
estimates r unnin g between $ 5 bn 
and S20bn, to bring all reactors in 
eastern Europe and the former 
Soviet Union up to western safety 
standards- 

Although the 1986 Chernobyl 
disaster had shown the shortcom¬ 
ings of Soviet-designed nuclear 
plants, tbe awesome scale of the 
problem only became apparent as 
the Soviet bloc unravelled during 
2990. That enabled western experts 
to examine the reactors in detail. 

Soon after German reunification, 
the government in Bonn closed 
down the four Soviet-designed pres¬ 
surised water reactors (PWRs) it 
inherited at Greifswaid on the Bal¬ 
tic coast. Then, early in 1991, the 
International Atomic Energy 
Agency (IAEA) urged the Bulgarian 
government to take immediate 
action to Improve safety at four 
similar PWRs at Kozloduy. Quite 
apart from the basic design defects, 
notably the absence of an emer¬ 
gency cooling system and contain¬ 
ment to enclose tbe reactors in an 
accident. IAEA inspectors found 
that management and workers were 
too demoralised and incompetent to 
run the plant properly. Even the 
basic operating manuals an d plant 
drawings bad been lost 
Kozloduy itself is a safer place 
today. A team of 20 nuclear special¬ 
ists from western Europe has been 
working there for almost a year, 
with funding from the EC and tech¬ 
nical co-ordination from the World 
Association of Nuclear Operators 
(Wano), to improve the manage¬ 
ment and operation of tbe plant. 
But no one has started to tackle the 
fundamental flaws in the Soviet 
WER 230 reactor design. 

Elsewhere In eastern Europe and 
the CIS, there still has been virtu¬ 
ally no practical action to solve 
even the most urgent short-term 
safety problems. The past 18 
months have seen countless visits 
to Soviet-designed power stations 
by different western organisations 
- nuclear utilities, equipment man¬ 
ufacturers, regulatory bodies, and 
international organisations -.all 
looking for research and commer¬ 
cial opportunities and often work¬ 
ing at cross purposes. 

Mr Morris Rosen, director of the 
IAEA nuclear safety division, says 
the initiatives are uncoordinated 
and often dictated not by need or 
importance "but solely by the desire 
of donors to participate. Representa¬ 
tives of east European countries 
question whether assistance is 
focused on their needs or on donor 
research and commercial interests." 

“Up to the present time the west 
has shown no inclination to 
improve the safety of Russian reac¬ 
tors,” says Lord Marshall, former 
head of the UK’s Central Electricity 
Generating Board and now Wane’s 
chairman. “They have only shown 
an inclination to analyse safety 
from their own point of view.” 

Meanwhile potentially serious 
accidents continue to occur. Mr Vik¬ 
tor Sidorenko, Russia’s deputy 


Next week’s G7 summit will seek ways of 
reducing the threat from Soviet-designed 
nuclear plants, says Clive Cookson 


A move away 


from meltdown 


atomic energy minister, said in 
Moscow this week there had been 
two incidents last year and two 
more In the first half of 1992 that 
were rated at level 3 on the 7 point 
international scale of nuclear acci¬ 
dents (“serious fault involving loss 
of protection or heavy pollution or 
radiation of personnel”). 

A radiation leak last March from 
one of the four Chernobyl-type 
RBMK reactors at Sosnovy Bor near 
St Petersburg gave western govern¬ 
ments a new sense of urgency. The 
outcome is the emergency pro¬ 
gramme drawn up for the Munich 
meeting next week, which is 
intended to provide both coordina¬ 
tion and substantial non-commer 
rial funding. Most of the S700m- 
3800m required win be provided by 
the G7 members. 

The programme will concentrate 
on the 10 WER 230 reactors (in 
Bulgaria, Czechoslovakia and Rus¬ 
sia) and 15 RBMKs (in Russia, Lith¬ 
uania and the Ukraine) which have 
the most serious design defects. The 
remaining 32 Soviet-designed PWRs 
are more modem and come closer 
to meeting western standards. 



prepared to accept western assis¬ 
tance with a long-term energy pro¬ 
gramme involving the closure of the 
RBMK and older WER reactors. 
over the next decade, expansion of 
non-nuclear generating capacity 
and “joint creation of a new genera- 
■ tioa of highly safe nuclear power, 
stations on the basis of Russuuot/ 
r&D." He estimates its total cost at 
$24 bn over 10 years. 

Even the G7’s emergency pro- 
gramme may be unacceptable to the 
Russians. The west does not want 
Russia to use Its assistance to keep 
dangerous reactors going indefi¬ 
nitely. But if it demands a firm 

com mitm ent to decommission the 
RBMKs and WER 230s as quickly 
as possible, the Russian atomic 
energy ministry, new home of the 
.old Soviet nuclear establishment, 
will object. 

Mr Sidorenko made it clear that, 
while Russia has no plans to build 
any more RBMKs. it is not ready to 
close the existing plants. And it is 
going ahead with the construction 
of three new VVERs. 


E ven the most zealous 
anti-nuclear campaigners 
accept the region is too 
short of electricity to 
close down the most dan¬ 
gerous plants immediately. 

The power shortage is most acute 
in Bulgaria, which relies on 
Kozloduy for 35 to 40 per cent of its 
electricity. Its vulnerability was 
underlined last February when 
faults shut down two of the reactors 
- and consumers throughout the 
country bad their electricity cut off 
for two hours in every four. 

Elsewhere, the nuclear share of 
electricity generation in 1991 was 51 
per amt in Hungary, 45 per cent in 
Lith uania , 28 per cent in Czechoslo¬ 
vakia and 25 per cent in the 
Ukraine. (Hie comparable figure for 
the UK was 20 per cent) In Russia 
as a whole nuclear plants generated 
; 12 per cent of electricity, but the 
share Is considerably higher in 
industrialised European part of the 
country - where there is no spare 
non-nuclear generating capacity. 

However Greenpeace maintains 
that all 15 RBMK reactors in the 
former Soviet Union could be 
phased out of operation within five 
years, by building new gas-fired 
power stations and persuading con- 
. sumers and industry to waste less 
energy. Energy prices are still well 
below world levels and most Rus¬ 
sian households have neither elec¬ 
tricity meters nor thermostats. 

The atomic energy ministry 
admits that Russians waste a lot of 
electricity but says the country 
lacks the technical resources to 
increase efficiency nearly as fast as 
Greenpeace claims is possible. 

Most Russian nuclear engineers 
remain proud of their achievements 
- and reluctant to admit that the 
RBMK has the fundame ntal design 
flaws-identified by their western 
colleagues. But they recognise that 
its demise is now inevitable. 

‘ Ehtelc, the R&D Institute for 
Power Engineering in Moscow, now 
believes the best way to maintain 
an active Russian nuclear industry 
is to develop a “radically new 
nuclear technology - one that is 
capable, of resolving the fuel and 
power problems the whole world 
wfll face in the next century." 

Entek’s favourite candidate is a 
1000MW East reactor cooled by mol¬ 
ten lead, which its scientists say 
could be developed within a dozen 
years. For anyone concerned about 
the present generation of Soviet-de¬ 
signed plants that may sound an 
alarming proposition, but the engi¬ 
neers insist tiie lead-cooled reactor 
would be safer than anything on 
offer from the west 
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M ost of the work 
should be com¬ 
pleted Within two 
years. It is 
intended to pro¬ 
vide: 

• Improved operational safety 
through better staff t raining , man¬ 
agement procedures, technical man¬ 
uals and so on. 

• New hardware such as back-up 
diesel generators, computerised con¬ 
trol rooms and fire walls. 

• Nuclear regulators, independent 
of the plant operators, with powers 
to inspect reactors arid shut them 
down if necessary. 

• An overall energy strategy, 
which will enable each country to 
assess its need for nndear power in 
relation to other energy sources. 

The organisational details will 
not be settled until the G7 leaders 
meet next week. The EC countries 
favour a genuinely multilateral pro¬ 
gramme run from an office in Brus¬ 
sels, while the US and Japan prefer 
bilateral assistance - with a coordi¬ 
nating mechanism to ensure that all 
the necessary work is done without 
wasteful duplication. 

In the discussions running up to 
Munich the UK government has 
been particularly keen to divorce 
the emergency assistance, which it 
sees as a non-commercial safety pre¬ 
caution, from the commercial issue 
of upgrading the more modem Sovi¬ 
et-designed reactors to international 
standards and building new ones to 
operate well into the next century. 

“Investment in such stations 
should await the results of the 
energy studies and the introduction 
of economic pricing,” said Mr Timo¬ 
thy Walker, head of the atomic 
energy division at the Department 
of Hade and Industry. “The ded- 
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sion on which and how. many 
should be upgraded needs to be 
made oh an economic and rammer-, 
dal basis in the light of alternative 
ways of meeting energy demand.” 

So the G7. meeting will point out 
the need for a long-term upgrading 
programme - and may ask the 
Work! Bank and the European Bank 
for Reconstruction and-Develop¬ 
ment to work put a a way of fund¬ 
ing It through commercial loans- 
but the seven leaders are in no 
mood to commit the west to spend¬ 
ing the $lObn required. 

Mr Andrei Konoplyanik. deputy 


minister for fueland energy, made 
it dear this week that the Russians 
too are wary of grandiose proposals 
whose “major benefits will be 
received by western producers of 
• nuclear energy equipment." They 
; know that western manufacturers, 
starved of orders from their own 
nuclear-shy utilities, are looking 
forward to a feast in the east Sie¬ 
mens of Germany, Framatome of 
France and Westinghonse of the US 
have been particularly active. 

But Mr Konoplyanik, who will be 
accompanying President Boris Yelt¬ 
sin, to Munich, says Russia would be 


Joe Rogaly 


Where the bus stops 


ROTHSCHILDS INTERNATIONAL MONEY FUNDS 


When the Conser¬ 
vative government 
was re-elected on 
April 9 it was put 
about, with no 
resistance from 
Downing Street, 
that bliss was it in 
that dawn to be 
alive. 

We were, it was said, about to 
enter a period of everlasting pros¬ 
perity and near-zero inflation. A 
wave of confidence, previously held 
back by fears of a Labour victory, 
would wash over the economy. The 
British presidency of the European 
Community would crown the year. 
A mere 85 days later it all seems to 
be going wrong. Mr John Major is 
struggling to save his European 
strategy. The economy has foiled to 
resurge. The recession Is beginning 
to look endless. 

In such moments of gloom politi¬ 
cians’ thoughts turn to the ancient 
question - who would become 
prime minister if the Incumbent 
met with an accident political or 
otherwise? The charming English 
way of putting it is. “who is the bus 
candidate?" - who gets the job if 
the prime minister is run over by a 
bus? For the moment. I suspect it is 
Mr Kenneth Clarke. Do not mistake 
me. Mr Major is performing well 
perhaps never better than under 
fire in the Commons this week. It Is 
exceedingly unlikely that he will be 
brought down by either the reces¬ 
sion, or Maastricht in spite of Lady 
Thatcber's onslaught yesterday 
afternoon. Yet his twin strategies of 
dovishness on the EC and hawkish¬ 
ness on inflation could fail What 
then? His two immediate 
lieutenants, the foreign secretary 
and the chancellor, are direct 
accomplices, so rule them out as 
bus candidates. 

We are back to Mr Clarke. He has 
the look of a man who was slightly 
bewildered when he found on April 
10 that he was home secretary. He 


was still busy shaking up the health 
service when, late in the summer of 
1990, the then Mrs Thatcher moved 
him to education. He recovered 
from that Then education needed 
turning upside-down. He knew how 
to do that, too. 

The Home Office is more compli¬ 
cated. In continental Europe it 
would be a ministry of the interior; 
in the US the Justice Department. 
In Britain neither model is accept¬ 
able. US federal law is an alien con¬ 
cept. The overriding powers of an 
interior ministry are regarded as 
un-English. Mr Clarke's office is a 
rag-bag, taking on what other 
domestic departments decline. It 
handles petitions to the Queen, 
grants licences for scientific experi¬ 
ments on annuals, and supervises 
cremations, burials and exhuma- 


What the public expects 
of Mr Kenneth Clarke 
is safe streets, 
punished criminals and 
no immigrants 


tions. Mr Clarke is putting the elec¬ 
toral boundaries bill (the bill to cre¬ 
ate 15-20 more Conservative seats) 
through the Commons now and will 
doubtless one day be saddled with a 
Sunday trading free-for-all bill. He 
has a good track record for han¬ 
dling troublesome measures of this 
kind. 

Some of the organisational , mess 
has already been tidied up. Respon¬ 
sibility for the press and broadcast¬ 
ing has gone to Mr David Mellor's 
new ministry for having a nice day, 
Mrs Gillian Shephard’s employment 
department now looks after the 
Equal Opportunities Commission. 
The administration of magistrate's 
courts has been transferred to the 
lord chancellor. 

What tbe public expects of Mr 
Clarke, however, is safe streets, 


punished criminals and no immi-_ 
grants. As to the latter, he believes 
strongly that tight controls on 
immigration are an essential pre¬ 
requisite for good race .relations. I 
think laws to keep blacks out 
encourage racialism, but, alas, this 
view does not prevail. The English 
capacity for pretending that immi¬ 
gration laws are non-racial is infi¬ 
nite. Mr Clarke, whose view of the 
law is that it should be genuinely 
colour-blind, will extend the remit 
of the asylum bill that was with- 
drawn when the election was railed. 
He agrees that racialist attitudes 
among immigration officers must be 
curbed, but asserts that would-be 
illegal migrants try on so many 
dodges that it is little wonder that 
officials are jaded. Whatever he 
does is likely to cause a row. 

Crime is-even more tricky. Since 
1980 the Tories have spent Elba on 
new jails. The new criminal justice 
act is designed to keep non-violent- 
offenders out of them. Yet prisons 
will still be overflowing in the year 
2000. Mr Clarke sees an inconsis¬ 
tency in a Tory government cutting 
the prison population for reasons of 
economy. He has to.live with this. 
But he may try to economise by 
privatising more prisons. He will 
appoint a quasi-independent chief , 
executive to manage the public part 
of the service,, whose administration 
is due to move to its own premises. 
The police will be reorganised into 
larger- units and may be diverted. 
from non-core tasks, such as super¬ 
vising football-matches and writing 
traffic tickets. Police authorities 
wfll be reformed, he knows not yet 
how. ■ 

All this should endear Mr Clarke 
to the rightwingers who are begin¬ 
ning to set their sights on Mr Major. 
They should beware. The home sec¬ 
retary is- loyal to the prime minis¬ 
ter. He is also a convinced Euro¬ 
pean, favouring the EC, European 
Union, Emu, single currency .. and 
aH That should stop their bus- 
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The publicity is turning sour for Bernard Tapie, the unusually 
popular businessman and politician, writes Alice Rawsthom 


F or the past few weeks 
it has been difficult to 
find a French newspa¬ 
per or magazine which 
: does not feature the suntan¬ 
ned, smiling face of Mr Bern¬ 
ard Tapie. 

The smile was Mr Tapie’s 
signature during his rise in the 
1980s as one of France’s most 
- flamboyant businessmen and 
politicians. It now seems out of 
place, given the gloomy nature 
of the latest round of Tapie 
• .-news. There was a barrage of 
* publicity last month over his 
resignation from the - French 

. cabinet, and another this week 
about the problems of Bernard 
Tapie Finances (BTF), his ail¬ 
ing business' empire- And there 
will be another stream of sto¬ 
ries after a French commercial 
court today considers the fraud 
charges brought against him 
by Mr Georges Trenchant, his 
former business partner. 

On any objective analysis it 
is extraordinary that Mr Tapie 
should attract so much atten- 
- tion. He styles himself as a suc¬ 
cessful entrepreneur. But BIT 
Is struggling for survival. He is 
also presented as a crusading 
politician. But his political 
record has been distinguished ' 
mainly by the rarity of his 
i appearances at the National 
Assembly and by the brevity of 
his seven-week cabinet career. 

Why then does the chairman 
of a middle-sized company with 
a short stint as a junior gov¬ 
ernment minister generate so 
much-publicity? The answer is 
that Mr Tapie is a populist, and 
populists are rare in French 
business and politics. 

“He is the boy next door who 
has made It to the top," says 
Mr Michel Gonod, political edi¬ 
tor of Paris Match, one of 
France's biggest selling weekly 
ma gazines. "Bernard Tapie is 
brash. He has a big mouth. He 
speaks the same language as 
the blokes in the local bistro.” 
v Mr Tapie, 49, has played his 
“boy next door” ticket for all it 
is worth. He is the son of an 
engineer who was raised in a 
small house . - no hot water, 
no Inside loo - in the insa¬ 
lubrious Paris suburb oT Bout- 
get. He made his fortune in the 
19Sqs as a wheeler-dealer by 
buying bankrupt businesses 
and quickly selling them, until 
in 1990 he bought Adidas, the 
German sporting goods group. - 
At the time Adidas looked 
like the coup of Mr Tapie’s 
business career. It may yet 
prove the death-kuelL Mr Tapie 
bought Adidas for FFr2.2bn 
(£223m) funded by short : term' 
loans. He has.sfnce had to sell 
a string ot Adidas subsidiaries, 
a chunk of his own.holding 
and most of BTF’s original 
businesses to pay off the loans. 

Mr Tapie is about to make 
the final FFzBiSm payment for 
Adidas. But BTF stfll has its 


Gloss on the 
presidency 

■. Whatever next? Not only : 
has the normally staid Roshal 
institute of International 
Affairs burst into glossy colour 
with its pamphlet to mark 
Britain's EC presidency, but - 
there's a cartoon on the very 
front page. 

Captioned “Multi-Speed 
Europe? The Community 
Beyond Maastricht”, it shows ■ 
European leaders roaring down 
the road away from the once 
tittle-known Dutch town. 

Helmut Kohl’s Mercedes 
hogs pole position hotly 
pursued by Francois 
Mitterrand, whose Citroen is 
slipstreamed by John Major's 
Rolls. Other member-states 
follow in a huddle, except 
Denmark which has slewed 
off the road in a cloud of 
s team. Way back, still 
approaching Maastricht, is a 
minibus marked Efta. while . 
for in the rear rumbles eastern 
Europe, an ancient lorry 
belching noxious fumes. 

The glitzy brochure comes 
courtesy of iRTZ. neighbour 
of the Institute (familiarly 
known as Chatham House) 
in St James's Square. 

At a meeting there to mark 
the presidency, Chatham 
House members were warned 
by Niels ErslwU, secretary 
general of the EC Council of 
Ministers,-that the Danish 
No-vote was a problem that 
“can only he solved by Danes", 
who, he said, “must reflect on 
what It could mean, and come 
forward with proposals”. 

Since Ersboll is himself 
Danish, his job could well 
depend on the-outcome. 


Perotver-taken 

■ Rumours that advertising 
agency Saatchi & Saatchi was 
about to be signed up to 
organise the US presidential 



own long-term, debt - which 
stood at FFr3.64bn at the end 
of last year. It is questionable 
whether Mr Tapiecan afford to 
hold on to Adidas. Under Ids 
ownership It has been racked 
by indus tria l disputes and has 
foiled to regain its lost momen¬ 
tum In a competitive market K 
reported a foil in profits from 
DM9 Qm (£3lm) in 1990 to 
DM4fen in 1991. There is no 
shortage of suitors: BTF is con¬ 
sidering three offers for its 55 
per cent controlling stake. 

litis political ——r—— 
career is also in ‘Politics 
the doldrums. ... 

He entered poli- SOmetDl 
tics in 1989, should 1 

standing as an _ . . 

independent IiOIH HI 
hut siding with world ol 
the Socialists, 

He made his 
mark at the end of that year by 
trading insults in a television 
debate with Mr Jea&Marie Le 
Fen, the pugilistic head of .the 
extreme rtehtwing. National 
Front This Tnedia success 
sealed Mr Tapie’s friendship 
with the French president and 
Prime Minister Pierre Berego¬ 
voy, both of whom championed 
his cabinet appointment ' 

Mr Tapie has . now left the 
cabinet because of the Tren¬ 
chant court case. The case 
itself is relatively minor, it is a 
civil, not a criminal soft. But it 
gave Mr Tapie’s Socialist crit¬ 
ics the excuse to squeeze him 


‘Politics js seen as 
something which 
should be remote , 
from the grnbby 
world of business 9 


out They dislike him for the 
same reason the people like 
him - his personal style. 

. Mr -Tapie revelled In his 
fame. He appeared on televi¬ 
sion crooning with Mr Sacha 
Distel, the veteran ringer. He 
bragged about his business 
exploits in a book entitled Gag- 
neri (Winning!). He became 
chairman of the Olympique 
Marseille football dub in 1966. 
He posed for the press, a gold 
medallion gleaming on his 
chest, beside his Porsche or on 

—:---his yacht. In 

d eoAn os short, he 

S l behaved as Mr 

g.wmch Godot’s “blokes 

i remote ia the local Ws-. 

LL tro” wonld if 

granny they_were mil- 

business 9 lionai ^ es - , 

Such behav¬ 
iour is' unre¬ 
markable in the US or UK, 

where, self-made men are com¬ 
mon in corporate and political 
life. But in France it Is difficult 
for outsiders to get to the top. 

One reason is the prepdnder- 
ance of family-controlled com¬ 
panies. Many of France’s most 
famous corporations - Miche- 
Iin, Peugeot, Pemod-Ricard 
and Club Mediterrande - are 
in famfly hands.. 

•' Another factor is the influ¬ 
ence of tiie state, which not 
only controls many of the big¬ 
gest companies but! also 
appoints their chairmen. The 
appointees tend to have had a 


Observer 


campaign of Ross Perot - who 
seems unable to make up his 
mind whether or not to run . 
-.have been dashed. 

Saatchfs US media-buying 
arm has just clinched a deal . 
with the Burii-Quayle'camp 
to do allies mafia buying: The 
appointment came after the . 
Republican party sent 
observers to the U87s recent 
general election, where Saatchi 
worked for the Tory winners.. 

The big question^ of course, 
is not bow many mflUons of 
dollars Bush will be payingJt’s 
that, given Baatchfsrecord, 
will Perot now throw In the : 
towel without even trying? 


0 out of 10 

■ Not everyone seems to be 
sharing tha prime minister’s 
enthusiasm for his citizen's 
charter. The government has 
only received 296 applications 
for its 50 annnai chartermark 
awards - the badge of honour 
for the best provider of 
user-friendly service. 

Given that there are 25 fiOO 
schools alone which might 
have enteral, not to mention 
the hundreds of local and 
central government bodies, 
it is not a very high strike rate. 

Most try harder, Waldegzave. 


Panic move 

■ The rump, unrecognised new 
Yugoslavia of Serbia and 
Montenegro is much smaller 
than the old Yugoslavia. But 
its new leaders still think big: 

First there is Serbian pres¬ 
ident Slobodan Milosevic's 
vision of a Greater Serbia. 

Next is Dobrica Cosic, 
“elected’’ president of the new 
Yugoslavia last month. He 
drew the blueprint fora, 
greater Serbia in the 1980s. . 

when Milosevic was rising to 
power. Now there is Milan 
Panic, 62, just chosen as the 
first prime minister. 

A US citizen as well as 



“...and this is my 
subsidiarity” 

erstwhile cycling champion 
of the old Yugoslavia, Panic 
is not one to rein in his 
fantasies. He tried to promote 
an anti-Aids dnig through ICN 
Pharmaceuticals, his 
Californian research house. 

He also bought a chunk of 
Hoffmann-La Roche, only to 
sell it a gain, . 

When not harassing western 
companies. Panic works out 
of Belgrade, where ICN flogs 
phanaacehticals to eastern 
Europe through the Galenika 
company. Guess who Is a 
member of that board? William 
Scanlon, former OS 
ambassador to Belgrade. 

That may seem a somewhat 
uncomfortable position, given 
America’s recent switch of 
policy towards the area. 


Memory lane 

■ The last time that the US 
discount rate was this low. 
Chuck McKinley had just 
beaten Fred Stifle at 
Wimbledon, the Profumo affair 
was in full swing and Viscount 
Stans gate became the first peer 
to renounce his title. In 
business, the British Aircraft 
Corporation had broken Into 
the US market by selling is 


classic civil servant’s educa¬ 
tion at the elite grandes kales, 
notably the JEccte National? de 
1 *Administration (ENA). Ms 
Leslie Mitchell de QuUlacq, 
writing in Powerbrokers, her 
recent book on the French 
fjnan rtfal elite, found that half 
of the 124 most powerful people 
in French finance went to 
ENA, and two-fifths attended 
one of three Parisian lycees. 

The personalities of France's 
top businessmen, reflect their 
backgrounds. The role models 
include Ur Michel Albert, 
chairman of the AGF insur¬ 
ance group, who has published 
philosophical treatises on the 
future of French capitalism. 

Even the handful of 
self-made men, such as Mr 
Bernard Arnault, chairman of 
the LVMH luxury goods group, 
mid Mr Francois Pinault, archi¬ 
tect of the Pinault distribution 
company, conform to type. Mr 
Arnault likes to stress his 
interest in classical music. Mr 
Pinault is fond of quoting his 
philosopher Mend, Mr Rem- 
ard-Henri L6vy, in interviews. 

Such traits may help them to 
make themselves acceptable to 
the French establishment But 
a mainstream magazine like 
Paris Match Is more interested 
in Mr Taple's football tri¬ 
umphs, than Mr Albert's ideas 
on capitalism. 

Mr Tapie stands out in the 
political sphere for the same 
reasons. A string of senior 
socialists went to ENA, includ¬ 
ing Mr Laurent Fabins, Ms 
Elisabeth Guigou and Mr 
Michel Rocard. Almost all the 
rest come from the public sec¬ 
tor or the professions. Mr 
Tapie is a rare businessman. 

“There is no tradition of mix¬ 
ing business with politics in 
France,” says Mr Serge Raffy, 
senior editor of Le Nouvel 
Ohservateur, the weekly news 
magazine. “Politics is seen as 
something clean and classical, 
which should be as remote as 
possible from the grubby world 
of business." 

The Socialists fall into two 
camps: the bohemian gauche 
caviare, led by Mr Jack Lang, 
the arts minister; and the aus¬ 
tere Enarcbs, the graduates of 
the ENA, typified by the cere¬ 
bral Mr Fabios. “They are so 
elitist; all from the same bour¬ 
geois background and the 
grandes kales" says Mr Gonot 
of Paris Match. “Mr Tapie does 
not fit in. That is why the 
French people like him.” 

Mr Tapie seems aware of 
this. A few weeks ago he went 
to give a speech at Saint Cloud 
country dub on the outskirts 
of Paris. The club's staff asked 
him to leave, because he was 
not a member. He roared with 
laughter, saying the incident 
proved that he was not, and 
probably never would be, a 
member of any dub. 


jets to American Airlines for 
£14m, and Don Ryder bad just 
been appointed managing 
director of Albert E Reed and 
Co. British inflation was at 
0.8 per cent . 


Gnomes’ homes 

■ The Insider pub just off 
Zurich’s Paradeplatz is about 
to see its last gathering of 
gnomes. This weekend the 
city’s Bourse, Switzerland’s 
pre-eminent stock exchange, 
is moving to new premises a 
few hundred yards away from 
the building it has occupied 
since 1930, which has the pub 
an its ground floor. 

But the gnomes’ joy at 
escaping their cramped old 
quarters will be mixed with 
bitterness about the long battle 
it has taken them to achieve 
the move. The exchange’s first 
application for a new-building 
permit was sent to the city 
authority 14 years ago. 

What’s worse, since the 
exchange plans to convert to 
electronic trading within a 
year or two, the spacious new 
trading floor will be redundant 
soon- 

Moreover, just to top things 
off, the cantonal government 
which owns the building 
tenants to install 
air-conditioning in their 
offices. So the gnomes are in 
for a hot summer. 


Courting 

■ Guess who British Aerospace 
has invited to Wimbledon this 
weekend? None other German 
defence minister Yolker Ruhe 
who pulled the plug on his 
country’s involvement in the 
Eurofighter project 
Is BAe throwing good money 
after bad? Or is this a last-ditch 
attempt to salvage its most 
important military contract? 
BAe’s Increasingly poor 
shareholders deserve to be 
told. 


Alternative 
view of 
figures at 
BSkyB 

From Mr Christopher Bland, 

Sir, Raymond Snoddy’s pass¬ 
ing remark about BSkyB in his 
article, “BBC and Sky talk on 
news service” (June 30), that 
BSkyB “is now profitable, 
although that has been 
achieved by writing off close to 
£lbn of excess costs" cannot be 
allowed to go unchallenged. I 
find this new profitability diffi¬ 
cult to believe - unless, of 
course, you invent a new mea¬ 
sure of profitability that 
excludes the disagreeable bits, 
like interest 

The truth lies, as it should, 
in the published figures. 
According to the accounts, 
BSkyB lost, excluding excep¬ 
tional items, £294m in the 37 
weeks to 30 June 1991, close to 
£8m a week. Its interest burden 
(which cannot be written off or 
otherwise ignored) was £3m a 
week. BSkyB appears certain 
to record another huge loss in 
the 52 weeks to June 30 1992, 
which will farther increase its 
£L5bn cumulative dpfirit. 

In addition, the accounts 
reveal a negative net worth of 
£L3bn. 

Future programme rights 
contracted (but not provided 
for in the accounts) of £530m - 
increased since June 301991 by 
a further £420m to £950m. It 
seems unlikely that these fig¬ 
ures include the commitment 
to pay the Premier League in 
excess of £ 200 m during the 
next five years. (Was the Pre¬ 
mier League astute enough to 
ask for guarantees from BSkyB 
shareholders?) 

Additional shareholder fin- 1 
ancing available of £200m; all 
but £33m of this has already 
been drawn down, which sug- 
gests that cash has continued 
to flow out at around £3m a 1 
week in the past 12 months. 

Outstanding lawsuits pend¬ 
ing or threatened by Tatung 
(UK), Ferguson, Oy Nokia AB. 
Philips International and oth- 


UK manufacturers must be 
given motive to invest 


From Mr R P Bull and others. 

Sir, The government's 
declared intention of 
“enabling” industry in its 
expansion and contribution to 
the economy would seem to be 
seriously In question. Such a 
view is Illustrated by the con¬ 
tinued run down of manufac¬ 
turing through the recession 
and the lack of confidence 
industry has in the govern¬ 
ment's industrial policy. , 

Our association represents j 
some 300 machine tool manu¬ 
facturers and suppliers in the 
UK in an industry which is at 
the very heart of the UK's 
manufacturing base. Our point 
is that if the UK is to continue 
to have a viable manufacturing 
industry we must provide the 
best possible environment for 
industry to invest In the latest 
machine tool technology. This 

era, aggregating to a total of 
£100xn. (These are not provided 
for In the accounts, and are 
being vigorously resisted.) 

Against this background, the 
directors’ statement that “the 
group will not achieve signifi¬ 
cant net operating cash inflows 
or net operating profits before 
1994” seems entirely believ¬ 
able. 

Christopher Bland, 
chairman, 

LWT, 

London Weekend 
Television Centre. 

Upper Ground, 

London SE1 9LT 

Horton had no 
knowledge for 
‘right answer’ 

From Mr Charles McDowaU. 

Sir, I believe Christopher 
Lorenz misses a point over the 
cultural changes and Robert 
Horton's departure from BP 
(“Oil and troubled waters”, 
July 29). 

The comment of Horton’s in 


is particularly necessary dur¬ 
ing a recession. Without 
investment we have little hope 
of competing in world markets 
or of sustained economic recov¬ 
ery. and the proposals we have 
outlined to the government 
would only ensure a level 
playing field and would not 
constitute subsidy or the pick- i 
ing of winners. 

We note that last week the ' 
Japanese government proposed 
a package of support measures 
for small businesses and tax 
breaks for investment as a 
result of the economy failing to 
reach its 3.5 per cent growth 
rate. 

In spite of orders for 
machine tools in the UK hav¬ 
ing fallen by 50 per cent in the 
past two years, and the OECD 
forecasting that in 1992 the UK 
economy will grow at less than 

j Forbes magazine should not 
have been treated with dismay 
because of the arrogance it dis- 

I played but because of the sim¬ 
ple fact that it was patently 
untrue within the context of 
the new BP culture. 

Horton no more knew what 
was going on at the coal face 
than any other director, so he 
could not get to the “right 
answer" because he was not 
endowed with the appropriate 
knowledge. 

Within BP it is well under¬ 
stood among the converted 
that the new culture requires 
wholehearted support for it to 
take root Many very effective 
managers with Horton's capac¬ 
ity and drive can be seen to 
bite their tongues rather than 
disrupt the obvious benefits 
that the cultural changes are 
bringing to the group. 

Some of them are completely 
aware that their natural style 
does have the power to bring 
the cultural changes to a grind¬ 
ing halt, or even catastrophi¬ 
cally to reverse them. 

As the article said, it needed 
the mentality and drive of 
someone like Horton to move 


one third the rate of other G7 
nations, there seems to be little 
attempt to boost the confidence 
in UK industry or consumers. 

We welcome lower interest 
rates and lower inflation but 
these on their own are not 
enough. Manufacturing indus¬ 
try needs the motivation to 
invest and the confidence to be 
able to take long terra views 
and decisions. We call upon 
this government to act immedi¬ 
ately to create the right envi¬ 
ronment that will enable UK 
manufacturing to play Its 
essential role in the recovery 
of the economy as a whole. 

R P Bull, president. Machine 
Tool Technologies Association, 

Mr A P Balding, managing dtrrf tar. bower 
Engineering; Mr J L Blaxham. managing 
dfrrruv, Cincinnati Mllaeran UK; Mr M 
Bright, chairman. Flexible Manufacturing 
Technalaou: Mr M J Legg. mmagma director. 
Hitachi Setkt lUKX Mr M Taylor, managing 
director. Bridgeport Machines 


the BP group to the much 
needed cultural changes (these 
had in fact already been suc¬ 
cessfully started by the explo-. 
ration business under the lead¬ 
ership of John Browne). But 
the very autocratic drive that 
got BP moving is also wbat the 
culture change bad to elimi¬ 
nate. Drive is fine but auto¬ 
cratic drive is not. 

The new culture of empower¬ 
ment says that executive man¬ 
agement has the tools to set 
corporate direction but the 
workers at the coal face know 
all the problems and opportu¬ 
nities down there, so empower 
them to get on and exploit 
them. 

For many of us it is sad that 
we had to wait for so many 
years to see the uncompromis¬ 
ing leadership necessary to 
move BP in the way that Hor¬ 
ton and his colleagues have 
done. It is only a regret that 
the figurehead for the group’s 
cultural change could not 
achieve it for himself. 

Charles McDowaU, 

The Houghs of CUnterty, 
Kmellar, 

Aberdeen. ABS OTN 


Macedonia by another name a step to avoiding bloodshed 


From Mr Spiros VBrants. 

Sir, Edward Mortimer (“A 
Greek tragi-comedy”, July I) is 
badiy frustrated by the EC 
decision to recognise the 
Republic of Skopje provided it 
chooses a name which does not 
Include the tehn Macedonia. 
Mr Mortimer claims the recy¬ 
cled communists who govern 
Skopje have given assurances 
for not promoting irredentist 
claims and have even written 
them into the constitution. 

A careful look into its consti¬ 
tution proves the opposite: 

• Article 3: “The territory of 
the R of M is indivisible and 
unaltered. The existing borders 
of the R of M are inviolable. 


The borders of the R of M can 
change only according to the 
constitution.” 

• Article 74: “The Assembly 
decides for the change of the 
borders of the R of M with a 
two-thirds majority of the total 
number of representatives. The 
decision to change the borders 
of the R of M is adopted with a 
referendum if it is voted for by 
the majority of the voters." 

These two articles together 
prove the expansionist nature 
of the Skopje leaders. If cur¬ 
rent borders are inviolable and 
yet they, can change, then they 
could only be expanded. Could 
you imagine people voting to 
shrink their country? 


• Article 49: “The R of M 
cares for the status and rights 
of Macedonian people in neigh¬ 
bouring countries as well as 
immigrants from the R of M; 
helps their cultural progress 
and [develops] ties with them. 
The R of M cares for the cul¬ 
tural and economic rights of its 
citizens abroad." 

This article sets the ground¬ 
work for the expansionism of 
articles 3 and 74. Mr Mortimer 
should know that the neigh¬ 
bouring countries of Greece 
and Bulgaria do not recognise 
the existence of so-called “Mac¬ 
edonian” minority on their 
land. Mr Mortimer should 
study more thoroughly the eth¬ 


nic salad of the Republic of 
Skopje. The name Macedonia 
cannot unify all the mutually 
hostile groups, but represents 
an attempt of a small ex-com¬ 
munist nomenclature to sur¬ 
vive after the cold war with 
the facet of an irredentist 
“Macedonian nationalism”. 

Acceptance of ethnic reality 
in Skopje by creating separated 
ethnic cantons, united by a 
name excluding the term Mac¬ 
edonia, would be the only solu¬ 
tion to avoid bloodshed as in 
Bosnia-Hercegovina. 

Spiros V Branis, 

1501 Clarrmont Road 
Apt 1W 

Decatur. GA 30033 US 
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Why Emu’s critics are wrong 


By Charles Bean 


Y~~. The rejection 

-1 of the Maas- 

I rrl tricht treaty 

by the Danes 
ti ppjff . has reopened 

the debate on 
European 
Monetary 
‘ -Kasa “ a “ B ^ Union, not 
just in the UK, but elsewhere 
too. 

Sixty eminent German econ¬ 
omists recently claimed that a 
hasty move to monetary union 
"will create strong economic 
tensions within Europe and 
threaten to lead to political dis¬ 
ruption, consequently threat¬ 
ening the ultimate aim of a 
successful integration”. 

The sceptics claim that the 
locking of exchange rates and 
the eventual introduction of a 
common currency will con¬ 
demn some regions of the 
European Community to slow 
growth and high unemploy¬ 
ment for the foreseeable 
future. The only way to con¬ 
tain the resulting pressures, 
they argue, will then be 
through the formation of a 
strong federalist political 
union for which Europe is not 
yet ready. 

Critics of monetary union 
point to the post-unification 
German experience as a 
graphic illustration of the dan¬ 
gers. Locking the Ostmark to 
the D-Mark at an unrealisti¬ 
cally high rate has, they claim, 
simply priced great swathes of 
east German industry out of 
business. But would things 
have been very different if a 
rate of, say, 10 Ostmarks to the 
D-Mark had been chosen? East 
German industry might have 
been viable, but only at the 
unsustainable low real wages 
that exchange rate implies. 
The consequence would have 
been unrest in the east and 


massive pressure for wage 
increases. 

Germany's problem is that 
east German workers want the 
same real living standards as 
their Western counterparts, 
but east German industry is 
presently Incapable of sustain¬ 
ing such levels. This funda¬ 
mental difficulty would ulti¬ 
mately have emerged at 
whatever exchange rate cur¬ 
rencies were locked. The key 
point is that while the 
exchange rate may in some cir¬ 
cumstances be useful as a 
weapon of short-run economic 
adjustment, it Is not essential 
because companies and wage- 
setters ultimately respond by 
changing prices and wages to 
reflect the new economic con¬ 
ditions. 

Of course, giving up domes¬ 
tic monetary policy as a 
weapon of macroeconomic 
adjustment means that a 
greater burden will be placed 
on fiscal policy, but this seems 
to be all to tbe good. Monetary 
union would thus force govern¬ 
ments to make explicit the 
choice about who should bear 
the burden of adjustment and 
would also prevent the 
attempted correction by mone¬ 
tary means of flawed fiscal pol¬ 
icies, This is something which 
should add rather than detract 
from the democratic process. 

But if more active fiscal pol¬ 
icy will be necessary under a 
monetary union, will it be fea¬ 
sible so long as there is no 
political union? The obvious 
comparison would seem to be 
with the US. Could one really 
envisage keeping the dollar, 
but having all decisions on 
taxes and government spend¬ 
ing devolved back to the indi¬ 
vidual states? 

The federal tax and social 
security scheme provides an 


automatic mechanism that 
redistributes resources from 
richer states to poorer ones. If 
this did not exist, a state In 
decline would be faced with 
the prospect of either cutting 
spending or raising taxes, 
either of which would encour¬ 
age people to migrate to other 
states with a less harsh fiscal 
climate. This in turn would 
further accelerate the decline. 

Aside from the fact that 
these arguments about fiscal 
policy have nothing to do with 
monetary union per se - the 
same tensions due to divergent 
economic performance would 
still eventually arise even if 
the individual states had their 
own currencies whose parity 
they could change - the paral¬ 
lel with post-1992 Europe is 
misplaced. Despite efforts to 
remove barriers to migration 
of labour within the Commu¬ 
nity, linguistic and cultural dif¬ 
ferences mean that labour 
mobility between nations will 
still be much lower than in the 
US. Consequently, there will 
still be room for the European 
nations to pursue their own fis¬ 
cal policies. 

Of course, this may change 
in time as workers become 
Increasingly willing to move 
throughout the Community. 
However, in that case, the poli¬ 
tics as well as the economics of 
Europe would have altered fun¬ 
damentally, because once cul¬ 
tural and Linguistic barriers 
have been eroded to such an 
extent that people feel happy 
living anywhere in the Com¬ 
munity, the idea of a European 
“nation" would make much 
more sense than it does today. 

Monetary union could never¬ 
theless turn out to be a mis¬ 
take if the new European Cen¬ 
tral Bank (ECB) conducts 
monetary policy badly. Ger¬ 


man critics are worried that it 
will be pressurised by Euro¬ 
pean governments into being 
soft on inflation. Yet the stat¬ 
utes of the new institutions 
safeguard their independence 
from political influence as zeal¬ 
ously as the current statutes of 
the Bundesbank. Indeed, tbe 
hand of the ECB will be. if 
anything, stronger since it will 
be faced with 12 different 
national governments whose 
interests will rarely coincide. 

Finally, it is important to 
bear in mind the alternatives. 
Now that most controls on the 
movement of capital within the 
Community have been 
removed, it is highly question¬ 
able whether the current 
exchange rate mechanism 
could be sustained indefinitely, 
because currencies will now be 
much more open to speculative 
attacks. Thus, the only 
long-term alternative is likely 
to be a more flexible regime of 
(possibly managed) floating. 

Such a regime might work 
perfectly well, but only if the 
temptation for individual coun¬ 
tries to try to make beggar-my- 
neighbour devaluations or 
revaluations could be held in 
check. If this did not happen 
the afflicted countries would 
be tempted to respond by seek¬ 
ing ways to protect their 
domestic economic Interests, 
with all that this implies for 
intra-Communftv trade and 
mobility. The lessons of the 
1920s and 1930s in this regard 
should not be forgotten. 

77ie author is professor of eco¬ 
nomics at the London School of 
Economics. The following eco¬ 
nomics professors also cowrit 
uted‘ Daniel Cohen, Francesco 
Giavaxzi, Alberto Giovatmini, 
Jurgen von Hagen, Damien 
Neven. Xavier Vices and 
Charles Wyptosz 
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Spain says 
European 
fighter is 
too costly 


By Peter Bruce In Madrid 


THE European Fighter Aircraft 
project suffered Its second set¬ 
back in as many days yesterday 
when the Spanish government 
suggested it had serious doubts 
about the casts of producing the 
aircraft 

Madrid's doubts could under¬ 
mine Britain’s efforts to salvage 
the £20bn (S37bn) project the 
future of which was put in doubt 
on Tuesday when Germany 
decided not to go ahead with pro¬ 
duction preparations next year. 

Mr Felipe Gonzalez, the prime 
minister, is said to have 
expressed his government’s 
“understanding” of Germany's 
decision when he met Chancellor 
Helmut Kohl privately at the EC 
summit in Lisbon last month. 

Mr Gonzalez even raised the 
possibility of French participa¬ 
tion in a modified EFA project 
after meeting Mr Pierre Berego¬ 
voy. the French prime minister, 
in Madrid. “The project has 
changed since It was begun,” Mr 
Gonzalez said, “and it would be 
advisable to adapt it to the new 
[world political] situation in 
order to reduce costs." 

Farther evidence of Madrid’s 
concern about the EFA came yes¬ 
terday in a statement from the 
defence ministry, which said 
that while Spain was contractu¬ 
ally obliged to complete the 
development stage of the air¬ 
craft, “it supports a redaction In 
the costs of each aircraft by way 
of cutting technical specifica¬ 
tions and the total cost of the 
project" 

The government would need a 
great deal of persuading to pro¬ 
ceed with Italy and Britain on 
producing the original aircraft 
without Germany, officials sug¬ 
gest. 

Spain may try to mediate 
between the remaining partners 
and Germany to try to find a 
compromise that does not 
involve scrapping the EFA com¬ 
pletely but which leads to signif¬ 
icant cost reductions. Mr Volker 
Ruhe, the German defence minis¬ 
ter, has suggested building a 
lighter and simpler version of 
the aircraft. 

The Spanish defence ministry 
statement said that while it sym¬ 
pathised with industry's interest 
In the project, budgetary consid¬ 
erations were paramount 

Any deviation from the origi¬ 
nal programme is sure to result 
in a sharp clash with Casa, the 
state-owned aerospace company, 
which has vowed to build EFA 
with its two remaining partners, 
Britain and Italy, even if this 
increases Spain's 13 per cent 
share of the project 

Bnt Madrid, which Is facing a 
dramatic economic slowdown, a 
55 per cent increase in its budget 
deficit for the first five months 
of 1992 and a 60 per cent 
increase In its current account 
deficit, is urgently reviewing 
spending plans. Mr Gonzalez 
said yesterday that the 1993 bud¬ 
get would be “very tight”. 

No formal talks have taken 
place between the government 
and Casa, but the prime minister 
believes that Spain has not been 
involved in the most sophisti¬ 
cated parts of the EFA, and that 
participation in a cheaper air¬ 
craft would not greatly under¬ 
mine Spanish companies 
involved in the project. “Any¬ 
thing that saves us some money 
would be very welcome," one 
official said. 

But the job losses involved - 
particularly in the politically 
sensitive Basque country - in 
pulling out of the production 
phase of some kind of aircraft 
would be very damaging. 



A Canadian UN soldier watches as part of a convoy of Canadian troops arrives at Sarajevo 
airport to secure the airfield for relief supplies. Permanent force urged by UN chief. Page 6 


Lloyd’s pledges reforms in 
wake of critical reports 


By Richard Lapper in London 


LLOYD'S of London yesterday 
pledged to introduce a number of 
reforms in the wake of the publi¬ 
cation yesterday of two critical 
reports on its regulation and 
management 

In his report. Sir David Walker, 
chairman of the Securities and 
Investment Board, the UK invest¬ 
ment watchdog, was fiercely crit¬ 
ical of the professionalism and 
competence of many of the insur¬ 
ance market's agendes. 

Sir Jeremy Morse, chairman of 
Lloyds Bank, meanwhile, pro¬ 
posed a new framework to man¬ 
age and regulate the troubled 
market entailing the separation 
of the market's regulation from 
administration and day-to-day 
business planning. 

The reports were commissioned 
by Lloyd's earlier this year as 
part of efforts to restore confi¬ 
dence in the market, which has 
been hit by heavy losses and 
mounting criticism over its 
operations. 

The Walker report focuses on 
the controversial spiral reinsur¬ 
ance market - in which syndi¬ 
cates and companies trading in 
London reinsure each other's 


exposures to catastrophe risks - 
and the way in which market 
insiders have avoided some of the 
worst losses. 

A number of spiral syndicates 
have run up heavy losses, 
accounting for nearly half the 
£2.06bn (S3Bbn) deficit recorded 
by Lloyd’s in 1989. a result which 
was announced last week. 


Lloyd’s professionals 

welcome report-Page 7 

Editorial comment_Page 14 


Although his report cleared 
Lloyd’s of fraud or conspiracy to 
disadvantage particular groups of 
Names, Sir David said his criti¬ 
cisms of professionalism and 
competence at the market were 
Intended to be “very serious". 

It said standards of profession¬ 
alism, care and diligence of some 
agents had fallen below best 
practice. Several members' 
agents had taken a lax approach 
to their fiduciary responsibilities. 
Lloyd's own regulatory policies 
had also been insufficient to iden¬ 
tify shortcomings in the market 

Sir David suggested that the 
new regulatory board, which 
Lloyd's is pledged to create, must 


set tougher standards pnd moni¬ 
tor compliance more vigorously. 
He also said standards of disclo¬ 
sure to Names - the individuals 
whose assets provide the mar¬ 
ket’s capital base - must be 
Improved. 

Separately yesterday, Lloyd’s 
won a landmark de cisio n in the 
High Court in the long-running 
Oakeley Vaughan case. 

Mr Justice Gatehouse ruled 
that Lloyd’s had no “duty of 
care" in the case brought by 33 
plaintiffs who face losses as a 
result of their membership of 
syndicates formerly managed by 
the Oakeley Vaughan agency. 
The Names allege that a failure 
of regulation by Lloyd’s was 
responsible. 

Meanwhile Mr David Coleridge,- 
tiie market's chairman, ran into a 
barrage of criticism at the annual 
meeting of the Association of 
Lloyd’s Members, the organisa¬ 
tion which represents over 9,000 
Names, for suggesting that peo¬ 
ple unable to to attend the mar¬ 
ket's extraordinary general meet¬ 
ing on July 27 were unlikely to 
be able to vote by postal ballot 

Dissident Names have intro¬ 
duced a vote of no confidence in 
the market's council 


Delors says he is scapegoat 


Continued from Page 1 


December agreeing a deal along 
these lines. “1 don't see how it [a 
deal] can be done otherwise". 

In a move likely to discomfit 
Britain. Mr Delors said the Com¬ 
mission would publish proposals 
this month on revising the UK 
budget rebate, which London has 
dung to ever since it was agreed 
in 1984. He said the German gov¬ 
ernment under its own budget¬ 
ary pressures. Insisted that he 
should no longer delay plans to 
revise the scheme by which 
Britain gets £2bn ($3.8bnj a year 
back on its EC contribution. 

He said the Community needed 
the resources to match Its ambi¬ 
tions, including the desire for a 
more active external policy. “If 
one accepts our proposals, the EC 
budget would represent in 1997-99 
a maximum of 3 per cent of all 


public spending in the Commu¬ 
nity. Is this unreasonable, in a 
Community which will then have 
a single currency, macro-eco¬ 
nomic coordination, and a com¬ 
mon foreign and. security policy, 
even if that progresses slowly?". 

He suggested that Britain was 
unlikely to succeed in its efforts 
to bring the planned European 
central bank to London. In Lis¬ 
bon. he said the Community had 
lost “a good moment” to decide 
the sites of its institutions, when 
Britain prevented agreement on 
the central bank going to Bonn. 
In the overall unders tanding on 
monetary union, there was “a 
balance" between the Germans 
accepting a date for the start of 
Emu and their need for “assur¬ 
ance" on the central bank site. 

He voiced his basic confidence 
that a single currency would 
come into being by 1999. But he 


warned that slow growth across 
the Community was, by depress¬ 
ing budget revenue, jeopardising 
countries’ chances of reaching 
the Emu criteria for fiscal defi¬ 
cits. Growth of mare than 2 per 
cent was necessary, be said. 


Mr Delors made clear the over¬ 
riding importance he gave to sub¬ 
sidiarity. “In abolishing the barri¬ 
ers to the single EC market, we 
have sometimes had to legislate 
in the smallest detail In doing 
this, however, you trample on 
principles which are superior, 
such as the respect for Europe’s 
diversity". 

The Community has already 
passed most of its single market 
directives, and Mr Delors said: “I 
prefer a single market 90 per cent 
complete to one working at no 
per cent which Is rejected by the 
people". 


Discount rate cut after sharp rise in jobless 


Continued from Page 1 


The Fed move followed intense 
lobbying by the White House 
with both Mr Bush and Mr 
Nicholas Brady, the treasury sec¬ 
retary. making public calls for 
lower interest rates. 

The timing of the rate cut - 
just ahead of next week's Group 
of Seven economic summit in 
Munich - was particularly con¬ 
venient for the Bush administra¬ 
tion, which Intends to stress the 


importance of coordinated mea¬ 
sures to stimulate global growth. 

The three biggest G7 nations 
have now signalled steps which 
they believe will promote 
non-inflationary growth in the 
world economy in the medium 
term. On Wednesday, the Bonn 
government announced a tough 
1993 budget and four-year savings 
plan that is supposed to pave the 
way for lower German interest 
rates. 

In Japan, the ruling Liberal 


Democrat party has proposed a 
wide range of pump-priming mea¬ 
sures including a large-scale sup¬ 
plementary budget that would 
probably be introduced in Sep¬ 
tember. 

Taken together, these moves 
represented a "very substantial 
change” in the policymaking cli¬ 
mate, the US Treasury said. 

The Fed. however, justified the 
discount rate cut in purely 
domestic terms. It followed “sus¬ 
tained weakness in credit and 


money growth, continued move¬ 
ment toward price stability and 
the uneven progress of the eco¬ 
nomic recovery," 

US Financial markets bad 
expected no change in. the unem¬ 
ployment rate and a rise in non¬ 
farm employment of about 80,000. 

But after several months of 
gradual improvement, employ¬ 
ment fell by 117,000. The unem¬ 
ployment rate - politically the 
most sensitive number - jumped 
sharply to 7.8 per cent 
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THE LEX COLUMN 


The Fed cuts it fine 


The last US discount rate cut in 
December sparked off heavy buying of 
US equities on the basis that rates 
were so low as to make vigorous 
recovery a dead certainty. After that 
proved an illusion, it Is tempting to 
shrug off yesterday's further half 
point cut as likely to lead to further 
disappointment. At some stage, how¬ 
ever, the medicine will work. The 
problem Is that even the best of fore¬ 
casters can only guess when. 

." Admittedly, one can exaggerate the 
degree to which the recovery has sput¬ 
tered to a halt. The Fed’s move proba¬ 
bly had some political content. It 
equips the US to demand similar 
action from its G7 partners at next 
week’s Munich summit June’s unex¬ 
pectedly large fall in uon-fanh payrolls 
may also have been an aberration. But 
even If the Fed’s response owes as 
much to the approach of the election 
as to economic necessity, it could 
never have contemplated acting so 
decisively had credit demand been 
stronger and money supply growth on 
target The fall In bond yields over the 
past ennpii* of months and their con¬ 
tinued decline after yesterday’s 
annnnnrpmpn t: indic ate s a remarkable 
absence of iTiflatinnflr y pressure. 

With a bit of luck, individuals and 
corporations may now resume debt 
refinancing at lower rates. Their 
greater sense of well-being could gen¬ 
erate the confidence needed to boost 
tiie economy. An early sign of whether 
this - is happening will come from tiie 
figures for new car sales in July.- 

The currency markets seem pre¬ 
pared to give the Fed the benefit of the 
doubt After an initial sell-off; the dol¬ 
lar reacted to the cut with singular 
calm. If US rates realty have readied 
their low point exchange dealers may 
soon start discounting an eventual 
narrowing of the interest differential 
with Germany and the dollar will 
recover. But that is still a big if. Mean- . 
while. Wall Street risks losing both 
ways. The flow of retail cash from the 
money markets could dry up while the 
recovery remains far from robust 
enough to justify present equity 
prices. - • 


FT-SE Index: 2476.1 {-17.6} 
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two market multiples leaves London 
looking more depressed than at any 
time since the dark days of the mid- 
1970s. There are obvious distortions, 
such as the fact that most UK compa¬ 
nies do not yet charge closure and 
rationalisation costs against earnings. 
If only for that reason, UK companies 
do not : have the same scope for a 
rebound In stated earnings in . the 
event of economic recovery. - 
But there is more to it than account-^ 
ing conventions. On the one band, 
Wall Street's continued strength takes 
a lot of justifying. On the other, tiie 
weakness of the dollar js unsettling. 
This may be irrational: tiie US cur- 
-rency may recover;/while some UK 
companies with dollar earnings have 
better cash cover on their dividends 
than others which depend solely on 
tiie UK economy. But the memory of 
what a $2.40 pound did to manufactur¬ 
ers in the last recession is not calcu¬ 
lated to steady nerves. 


straight dealing. As a result, the melt¬ 
down theory is starting to look a good 
deal less plausible, although back¬ 
woodsmen who believe that every¬ 
thing will be righted with the turn in 
the cycle are equally guilty of wishful 
thinking. Lloyd's should survive all 
right, but in a different form. In the 
short term at any rate, it also seems 
destined to shrink. While forecasts of 
a 20 to 30 per cent fall in capacity next 
year may be on the gloomy side. 1990 
losses when they are announced In 12 
months’ time will inevitably shake out 
more Names. There is strong evidence 
of improving rates, to be sure, particu¬ 
larly in marine and aviation. But 
given the awfiil press of recent months 
mid the disappearance of major tax 
br eaks neither new individuals nor 
corporate members are likely to show 
up until clear proof can be' shown of 
renewed profitability. 

Fears that Lloyd's may now lose 
control of some business sectors may 
be overdone; much of the problem, 
after alt, was irresponsible competi¬ 
tion within Lloyd’s Itself. That said. 
Lloyd’s will have to concentrate its 
expertise even more on complex risks 
and share its bigger deals with the 
composites. A fully integrated London, 
market - and a more Europeanised 
one - looks inevitable in the long run. 


UK market 


The UK equity market’s response to 
Wall Street these days seems to be a 
kind of reverse ratchet effect, whereby 
it falls along with Wall Street and does 
no tiiing when it rises. The differential 
between the two markets ia somewhat 
stretched as a result In particular, as 
Warburg points out comparison of the 


Lloyd’s 

Doubtless aggrieved Names at 
Lloyd’s will continue to insist that the 
well publicised problems of the LMX 
spiral went beyond simple Incompe¬ 
tence and that the structure of gover¬ 
nance is not the most-fundamental 
issue. But coming on top of Mr Cole¬ 
ridge's contrite performance at last 
month’s AGM - an occasion when the 
middle classes si gnally failed tn riot - 
yesterday’s reports from committees 
chaired by S3r David Walker and,Sir 
Jeremy Morse add to an impression of 
Lloyd’s gradually^ getting its . house 
into order.' . V 
'. This must be healthy for an institu¬ 
tion which relies on,a.reputation for 


~MFI 

The outcome of the MFI flotation is 
going to be an interesting test of 
-investor psychology- On the one hand, 
toe price has been slashed to the point 
where it starts to look attractive on 
fimdamentaT grounds. On the other, 
tiie essence of a successful stagging 
operation is that shares should be 
intercepted by retail investors on their 
way to toe institutions. In MFI's case, 
toe almost total lack of demand from 
financial intermediaries suggests little 
interest among wealthier private 
investors. Taken along with the stun¬ 
ning lade of popular response to the 
Telegraph flotation, this argues that 
whatever the British public is saving 
up for these days, it is not -equity 
issues. 

It may therefore be a close-run thing 
whether MFI opens to a worthwhile 
premium in a fortnight’s time. That in 
turn could do much to determine sen¬ 
timent towards other new issues, since 
MFI is seen as one of the most intrinsi¬ 
cally attractive companies coming to 
the market For the long-term investor 
in MFI the simple approach is to take 
up the offer and let the after-market- 
take care of ftselL 



Morgan; Grenfell Reserve Assets Bond Fund —. the ideal 
solution if you’re looking for a high, total return with low risk. 

: By investing in a portfolio - of international bonds — mana ged by 
our top-performing investment specialists**.— the Fund aims to pay an 
estimated gross annual dividend oflOJ% with.prospects for capital gains. 

With interest rates forecasted to fell, now’s the time to act. 




price 

you may not get back die amount you originally invest. 
Past performance 'is not necessarily a gulde to fatal*.' 
returns. Changes in exchange rates majr'also iffccr-. 
die value. 

Issued -by Morgan Grenfell Investment Funds.' 
Limited. 20 Finsbury Circus, London EC2M1UT, . 
Member of IMRO. 
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Conti tries to put 
brakes on Pirelli i 

Continental, the German tyre company, yester¬ 
day launched a hew legal initiative to prevent - 
Pirelli exercising its votes on more than the 5 - 
per cent stake which it holds In Conti. The . - 
appeal marks a further deterioration in re la-, 
tions between die two companies before. Con¬ 
ti’s annual meeting today at which Pirelli will 
seek to extend its voting rights. Page 19 

Kazakhstan attracts the west 



With rich reserves of OH and gas, as .weft as 
gold, copper and chromium, some' suggest that 
Kazakhstan, the former Soviet republic, could 
be the Saudi Arabia erf central Asia. The) repub-' 
Re has-been successful In attracting western' 
investment Page 32 


limitless futures 

The US managed futures industry is-winning 
ground In its battle to persuade the Commodity 
Futures Trading Commission, the industry 
watchdog, to raise or elim inate speculative 
position limits: The CFTC has given permission 
for the Chicago Board of Trade to remove posi¬ 
tion limits on 30-year Treasury bonds andflve 
and 10-year Treasury notes, three of its most 
heavily traded financial contracts: Page 2d 


Doubts hangs over Aegis 

Doubt hangs over the -• 
short-term future of 
Aegis, the holding com¬ 
pany of Carat the larg¬ 
est pan-European - - 
media-buying, and plan-', 
ning group,followingthe 
sudden resignation last. 
Friday, of Mr Peter Scott 
(left), chairman, in the' 
face of weak advertising 
volumes, the group must 
cut costs, learn how to'.. 
grow organically rather : 
than by acquisition, and tackle in its'main mar¬ 
ket France, a government inquiry Into media 
buying practices. Page 25 : 

Watchdog may get tough ;• 

Offer, the UK electricity, industry watchdog, is . 
likely to force the National Grid Company fo cut 
its charges to. electricity consumers. Mean- ' 
while, Northern'-Electric, the Newcastterbased- . 
regional electricity company, aridbriheed a pre-/ 
tax profit of £93.for the year to March 199%. 
up 42 per cent against pro forma profit for thk " 
previous year.. Page 22 

Thais try afternoon trading 

The new afternoon tra ding s ession at the Stock 
Exchange of Thailand .(SET) received.a laddue- 
tre welcome from investors, with'turnover - 
reaching only Bt4.43bn {$176.8m}'. and the SET 
index closing 4.51 lower at 746.94. Stick Page 



'New issues flop on both sides of the Atlantic as investors lose their enthusiasm 

Flotations sail into choppy waters 


. Sjf Maggie Drry in London 

.*.■ 

ONCE may be chance, twice 
coincidence, but three times 
must be enemy action. Merchant 
bankers, their clients and the 
underwriters must be distinctly 
■ worried after two recent flota¬ 
tions have failed, and might be 
forgiven farwondering whether* 
; there.-is a concerted buyers’ 
-strike against new equity.. 

Last month GPA Group, the 
aircraft leasing company, pulled 
'its flotation because of a lack of 
investor interest. This week. The 
Telegraph’s flotation flopped 
with retail investors. • 

• The two might be ralwHrtonfeil. 


But a third failure would suggest 
that the new issue market, which 
sprang to 1Mb after last month's 
UK general election, has died. 

-The-pricing of MFI Furniture 
Group’s flotation yesterday at 
115p - mil below earlier hopes 
and at a significant p/e discount 
to the stores sector - showed the 
company’s determination to 
ensure that the. issue succeeded. 
But in these uncertain markets, 
eight days between the Issue of 
the prospectus and the dose of 
applications is a long time. 

The situation is even worse for 
companies contemplating a 
rights issue, where the gap 
between pricing and closing is 


typically three weeks. Yesterday 
Marshalls, the UK building mate¬ 
rials group, announced that only 
27.8 per cent of its £3)m ($39m) 
rights issue had been taken up by 
shareholders. When that issue 
was priced on June 9 at 75p, the 
existing shares stood at 97p. The 
company must have felt the dis¬ 
count was wide enough to be 
safe. 

The MFI issue aims to raise 
£629m, making it a demanding 
test for the market. But even that 
Is dwarfed by the sale of shares 
in Wellcome, the drugs group, 
due to be completed by the end of 
this month. That is still expected 
to raise around £2.8bn for the 


Wellcome Trust, which is reduc¬ 
ing its stake in the company. 

Wellcome’s shares have fallen 
from 1126p just before the Trust 
announced early in March that it 
would sell a large part of its 
shareholding, to 856p at yester¬ 
day’s close, up 3p on the day. 

The Trust appears committed 
to see the sale through. With 
three weeks to go, and toe formal 
tendering process not yet under 
way, it would seem premature to 
pull the issue when so much 
work has already gone into it 
The size and price of the issue 
can be adapted to suit demand 
and the Trust is, in any case, 
p lanning to reinvest the proceeds 


in a market which is getting 
lower by the day. 

The fail in the London stock 
market has been sharp, with the 
ET-SE 100 index losing more than 
200 points, or more than 8 per 
cent, since the beginning of June. 

Fund managers note that bad 
news drives the market down, 
but good news foils to pick the 
market up. Even so, they feel 
that the right company could 
find buyers at the right price. 

Whether the price that inves¬ 
tors regard as right is acceptable 
to the company is another mat¬ 
ter. But any company contem¬ 
plating raising equity will think 
hard before going ahead. 
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market 
forces MFI to 

price 

meet Stock Exchange require¬ 
ments lortt ntaf flot ations. 

Hie other 74 per emit of the 
issue has been placed with 
institutions. 

The price was fixed around 
gam yesterday after a meeting 
lasting several hours at County 
NatWest, toe UK merchant hank 
which is sponsoring the Issue. 

People who attended toe meet¬ 
ing said that toe possibility of 
cancelling the issue was not seri- 
; onsly considered. 

Mr David Barclay of County 
NatWest said: “Pulling an Issue 
is always an option, but it is a 
nuclear weapon, not to be used 
lightly." 

The inv e st o rs who backed toe 
management buy-out are selling 
fewer shares than planned, only 
just realising their original 
investment. • 

Asda, the supermarket group 
which had owned MFI until toe . 
buy-out. Is selling toe whole of 
its 2^ per cent stake, 'realising 
£73nL ’ 

MFI will receive the planned 
£545m before expenses, ambling 
it to repay much of its £500m of 
dffbt, repay £18Sm of preference 
and convertible shares and pay 
an dim bonus to management. 

- The price puts the shares on an 
historic pro forma price/earnings 
ratio of 15.3, which compares 
with a stores sector average of 
about 18. 

The company said it would 
have paid a 3.75p dividend in its 
last financial year if it had been 
a public company, giving a yield 
of 4.4 per emit at toe lssue price. 
Lex, Page 16 


Dr Pepper scraps $600m issue 


By Maggie Urry In London 

THE RECENT foils in. share 
prices on the London stock mar¬ 
ket have forced MFI Furniture 
Group, toe UK retailer of H t d um 
and bedroom furniture, to set a 
I15p price for its flotation, much 
lower than it had hoped. 

There will also be fewer shares 
on sale than had been , intended. 

■ The price puts a market value' 
of £669m (SLSbn) on foe cam- 
pany, while earlier estimates had 
su^ested £750m or perhaps as 
much as £800m. 

• The market valtie compares 
with the 1 £718m price when the 
convany carried out a manage- 
mart buy-out in 1987. 

Mr Derek .Hunt,; chairman of 
MFI, said yesterday: “We gave 
ground on the price for .-obvious 
reasons, ft was under written and 
that is what matters." 

But he and fellow directors, 
decided against-selling any of. 
^-foiexr qwu shares^ - : . 

“I am.not selling at'that 
price," Hr flnSt «ald. He has 
S2lj)00foares,worto£8«M)M at 
foelssne price. 

As with toe share issue for The 
Telegraph newspaper group ear¬ 
lier this week, there are initial 
indications that private inves¬ 
tors are showing little enthusi¬ 
asm for MFFs, offer. 

- Originally, up to 10 per cent of 
toe MFI issue was to' have been. 
placed with regional stockbro¬ 
kers, to sell to their clients. But 
they found demand for only 1 
per cent of toe Issneo 

A; quarter of the issue is befog 
soSd through a ptibhc offer, to 


By Patrick Harverson 
in New York 

DR PEPPER/SEVEN-UP, the 
third largest soft drink manufac¬ 
turer in the US, has pulled out of 
its plan to go public in a $600m 
stock issue because of unfavoura¬ 
ble market conditions. 

The company took the decision 
to pull the issue late on Wednes¬ 
day when it realised it could not 
sell the stock at its original tar¬ 
get price of between $20 and $23 a 
share, or even at its revised price 
of between $17 and $18 a share. 

The issue of about 38m Dr Pep¬ 
per shares was part of a refinanc¬ 
ing plan that involved using new 
low-interest bank borrowings of 
approximately $714m and $143m 
of cash in hand to sharply reduce 
toe company's debt load. 

That plan has also been 

;iUK new issues 


shelved, but Dr Pepper said it 
would try to revive the issue, and 
with it the refinancing plan, 
when market conditions improve. 

The Dr Pepper flotation is the 
latest in a line of recently- 
cancelled US stock issues, all 
prompted by concern about the 
outlook for equity prices and 
realisation that investors are 
becoming more selective about 
the prices they pay for new stock 
and the companies they are will¬ 
ing to invest in. 

Potential corporate issuers 
have also been scared by the 
experience of some companies 
that have recently floated stock, 
but seen the value of their shares 
foil well below the offer price. 

Although proceeds from stock 
issues, both new and secondary, 
reached a record $41Abn in the 
first half of this year, new stock 


activity slowed appreciably in the 
second quarter as the pricing 
environment deteriorated. Of the 
140 initial public offerings (IPOs) 
that came to the market in the 
second quarter, 60 were offered at 
a price below toe filing range. 

One such was LASMO’s $495m 
float of its Ultramar North Amer¬ 
ican operations. 

Many stock issues, especially 
IPOs, have also been withdrawn 
at the last minute because of the 
poor state of the market. Of the 
250 IPOs filed so far this year. 53 
have been postponed or can¬ 
celled, including a $404m offering 
from GPM Gas. The slump in 
new issues has also hit foreign 
companies. Last week. Banned, 
th e Mexican finanriai group, can¬ 
celled Its planned $1.4bn stock 
offering, part of which would 
have been in the US. 
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GPA drops 
plans to 
buy joint 
ventures 

By Roland Rudd in London 

THE GPA Group has canceDed 
plans to boy in its joint venture 
companies to avoid bringing 
Sl^bn of extra borrowings on to 
its balance sheet. 

This is the first sign that the 
aircraft leasing company’s plans 
are befog affected by its failure 
last month to proceed with its 
planned $800m flotation. 

The company has more t ha n 
$7bn of firm orders to acquire 
aircraft from manufacturers over 
toe next three years, and some of 
GPA’s investment bankers 
believe it needs to raise around 
$500m within six months to 
avoid cancelling or deferring 
some of these orders. 

According to one of its invest¬ 
ment bankers, the company is 
considering raising funds 
through the issue of debt securi¬ 
ties in toe capital markets, the 
private placement of shares and 
a convertible preference share 
issue. 

The group would only say that 
it is reviewing all its options 
before its board meeting this 
month. 

GPA’s UK pathfinder prospec¬ 
tus, issued fo May, spelled out 
why toe group wanted to buy toe 
equity interests fo its joint ven¬ 
tures. 

It said: “The company believes 
that much of the rationale for 
maintaining many of the joint 
venture companies has dimin¬ 
ished. particularly having regard 
to the higher cost and complex¬ 
ity of managing such enter¬ 
prises." 

Last year GPA's share of the 
profits from all of its joint ven¬ 
tures fell from $83m to $56m. 

A spokesman for GPA yester¬ 
day said: *Tt is Hi g hl y probable 
that we shall not buy in the joint 
ventures because we do not want 
their borrowings on our balance 
sheet” 

In the year to December the 
joint venture companies reported 
Sl^bn debt and Sl^bn in assets. 

The joint ventures which GPA 
had hoped to gain control of 
were GPA Airbus, Irish Aero¬ 
space. GPA-ATR and GPA Fok- 
ker. As of March 31, GPA had 
contributed $275m to the joint 
venture companies in the form of 
equity and subordinated loans, 
and had guaranteed 8178m of the 
obligations of the companies and 
expects to provide more in the 
future. 

GPA has already purchased 
equity interests fo three former 
Joint ventures - GPA Rolls, 
GPA Aero Citra and Air Maple - 
for 892m. 


VW calls on UK component 
makers to bid for contracts 


By John Grifflfiu ta London 

: VOLKSWAGEN, Europe’s biggest 
carmaker, has called on UK 
motor component manufacturers 
to- bid for more business with the 
rapidly-expanding German group. 

. The move is another warning 
' to the German components 
industry that *Ha country’s high 
labour, social and other costs are 
making it increasingly uncompet¬ 
itive. '■ 

VW is planning investments of 
DMSlbn ($33.7bn) over the next 
five years to lift total vehicle pro¬ 
duction from 3.1m to 48m units a 
year. The Wolfsburg-head¬ 
quartered group includes Audi, 
Beat of Spain . and' Skoda of 
Czechoslovakia. .. 

Mr Werner SvetHk.'VW man¬ 
agement hoard director with 
responsibility for ; purchasing, 
told a meeting of some 100 com¬ 


ponent companies, industry 
groups and government officials 
in Birmingham that VW is seek¬ 
ing a “closer partnership” with 
the UK industry. 

He said there was the opportu¬ 
nity for large increases in toe vol¬ 
ume of components bought by 
VW in the UK. These purchases 
totalled £86m last year, up 15 per 
cent tax 1990. 

VW, Hhe Opel, BMW and other 
German carmakers, is under 
mounting pressures from rivals, 
particularly Japanese, which are 
benefiting from lower component 
and assembly costs through 
global sourcing policies. 

Mr Robert Stempel, chairman 
of Opel’s parent. General Motors, 
has already warned that CM Is to 
introduce a global sourcing pol¬ 
icy which could mean lost busi¬ 
ness for. suppliers in the US or 
Germany. 


Mr Svetlik told the potential 
UK suppliers that the Birming¬ 
ham meeting marked the begin¬ 
ning of a “new philosophy” of 
stronger cooperation, in which 
suppliers would be closely 
involved in VW’s product devel¬ 
opment and would be awarded 
single-source, long-term con¬ 
tracts. “The good reputation of 
the British component industry 
is well deserved and I have no 
doubt that British companies can 
meet our requirements,” he said. 

VW has become more attracted 
to the UK components industry 
since several hundred UK compo¬ 
nent makers became involved in 
supplying parts to Nissan, Toyota 
and Honda “transplants" in the 
UK. Meeting the Japanese cost 
and quality criteria is accepted as 
having sharply raised the UK 
industry’s competitiveness. 

VW forecasts gain, Page 18 


Northern Telecom invests in Matra 


By Alfa Rawsthoro in Paris and 
Bernard Simon In Toronto 

NORTHERN Telecom of Canada 
is investing FFrl-36bn (8260m) fo 
Matra Communications, the tele¬ 
communications division of 
Matra, the French defence elec¬ 
tronics group. 

The Canadian group, which 
win emerge with an initial a) per 
cent of Matra Communications. 
is also negotiating to take a 
minority stake in toe new hold- 
fog company which will merge 
Matra with Hachette, toe French 
publishing company, also con¬ 
trolled by the Lagard&re family. 

Matra C ommunicat ions, which, 
last year incurred a net loss of. 
FFTlTtn on sales of FFrSJbn, has 
been seeking an international 
partner since last autumn. The 
company, which employs. 6,000 
. people, needed to grow to com¬ 


pete in the competitive interna¬ 
tional telecommunications mar 
ket 

The Matra purchase is fo keep¬ 
ing with Northern’s shift of 
emphasis over recent years from 
its core North American base to a 
more geographically diversified 
business. Dr Paul Stem, chair¬ 
man, who bandlpd the negotia¬ 
tions, said the alliance would 
help Northern develop markets 
in Europe and elsewhere. 

Under the terms of the deal, 
Northern Telecom will pay 
FFnOGm for a 20 per cent stake 
in Matra Communications and 
will also provide a FFr660m con¬ 
vertible loan. The two groups are 
forming a joint venture to com¬ 
bine Matra’s radio technology 
with Northern’s switching exper¬ 
tise. 

Matra is also offering to buy 
out the minority shareholders in 


its communications subsidiary. It 
has agreed terms to acquire the 
18 per cent stake held by Paribas, 
the French investment bank, for 
FFr295.70 a share fo a FFr612m 
deal. This is believed to represent 
a profit of FFr450m for Paribas. 
The same offer has been 
extended to other minority share¬ 
holders with 12 per cent of Matra 
Communications. 

Meanwhile Northern, which 
last year staged a USS2.6bn take¬ 
over for the UK’s STC, plans to 
take up to 8 per cent of the new 
Matra/Hachette holding com¬ 
pany, which will come into force 
at the end of this year. The cre¬ 
ation of the company has been 
criticised in France due to the 
apparent divergence of interests. 
However, Mr Jean-Luc Lagar- 
dere, who chairs both Matra and 
Hachette, has argued it will yield 
administrative savings. 


“Where on earth could we 

BE BETTER PLACED FOR JIT?” 



It's no wonder that major automotive component 
suppliers are already established in the Black Country. 

An hour's HGV drive from major car plants 
including those operated by Rover, Peugeot and 
Toyota, producing half a million cars per annum. And 
within two hours' drive of others - including those of 
Ford, General Motors and Honda - producing a 
further half million. 

Our area has immediate access to junctions 1 $ 2 
on the M5 and junctions 9 &10 on the M6, offering 
onward connections with the M42, M40 and M54. 

And it's well served by hauliers. 

If you're a components manufacturer, may we 
suggest you've found out just in time? 


BLACK 
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Please address enquiries to: Linda dement, Black Country Development Corporation. Black Country House. 
Rounds Green Road. Oldbury. West Midlands 869 2DG. Tel: 021-511 2000. Fax 021-544 5710/021-552 0490 
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VW forecasts first-half 
gain as sales buck trend 


By Leslie Colltt 

VOLKSWAGEN, Europe's 
largest car manufacturer, esti¬ 
mated that first-half group 
earnings would be “slightly 
higher" than the DM433m 
(S274m) earned in the same 
period of 1991. Mr Carl Hahn, 
chairman, said 1.8m vehicles 
were sold in the six months, a 
rise of 5.4 per cent, based on 
preliminary figures. Turnover 
was estimated at DM44bn. 

Addressing the annual meet¬ 
ing for the last time before 
handing over at the end or this 
year to Mr Ferdinand Piech, 
Mr Hahn said VW was on 
course to sell 3.5m vehicles 


worldwide this year compared 
with 3.1m last year. 

This was all the more note¬ 
worthy as sales in Germany 
had fallen by L3 per cent in 
the first half because of weaker 
demand in the east. 

Mr Haim contrasted VW's 
results with those of most US 
and Japanese carmakers, cal¬ 
culating that group earnings 
last year, adjusted for special 
depreciation, were 3.7 per cent 
before taxes which were 
matched by few others. 

Sales this year will be 
boosted by the inclusion for 
the first time of Skoda, in 
which VW has a majority 
stake. Sales of the Czechoslo¬ 


vak car were expected to rise 
to 190,000 units from a low 
point of 110,000 last year. 
Skoda was hit by plummeting 
domestic demand and a col¬ 
lapse of Its east European mar¬ 
ket but has since found new 
markets in the west with VW's 
help. 

A Volkswagen spokesman 
said that with the help of the 
impending North American 
Free Trade Agreement (Nafta), 
VW aimed to boost sales of tts 
cars in the US by an additional 
100,000 cars in coming years. 
This was the rationale behind 
a planned doubting of the 
capacity of its Mexican opera¬ 
tion to 400,000 units. 


Israeli weapons group in red 


By Hugh Camegy 
in Jerusalem 

EVIDENCE of the problems 
besetting much of Israel's big 
defence industry emerged yes¬ 
terday when Israel Military 
Industries HMD. one of the big¬ 
gest state-owned weapons pro¬ 
ducers, announced losses in 
1991 of almost US$240m and 
warned it was likely to Incur a 
further $l20m loss this year. 

The government also 
announced the appointment of 
a special team to assess the 
viability of converting Rafael 
a state-owned developer of 
weapons systems, into an inde¬ 


pendently-run commercial 
company following several 
years of heavy losses. At pres¬ 
ent, it is run directly by the 
Defence Ministry, as was IMI 
until two years ago. 

The defence sector is a stal¬ 
wart of Israeli exports and its 
difficulties, due in large mea¬ 
sure to a decline in world 
demand for weaponry, contrib¬ 
uted to the country's poor 
export performance over the 
past IB months. The lack of 
export growth Is worrying poli¬ 
cy-makers because it is 
regarded as the key to expand¬ 
ing the economy to accommo¬ 
date mass immigration from 


the former Soviet Union. 

IMI, best known as the 
maker of the Uzl sub-machine 
gun, exports about 70 per cent 
of its production. Its sales fell 
in 1991 to (520m from (870m in 
1990. At the same time, it 
incurred huge costs associated 
with a crash recovery pro¬ 
gramme. including a (84m 
write-off of unsaleable stock. 

Last year, IMI sales to civil¬ 
ian markets were just (30m. 

The company is seeking gov¬ 
ernment aid to help it complete 
a painful reorganisation in 
which it plans to cut the work¬ 
force from 10,000 two years ago 
to around 7,500. 


Uni to retain stake in Skandia 


By Karen Fossil In Oslo 

UNI STOREBRAND, Norway's 
biggest insurance group, has 
been allowed to retain its 28 
per cent stake in Skandia, Swe¬ 
den's biggest insurer, for a fur¬ 
ther year. 

Uni which recently acquired 
its NKr4bn ((673m) Skandia 
shareholding, was granted the 
concession by the Finance Min¬ 
istry so long as Skandia dis¬ 
posed of Vesta, its Norwegian 
subsidiary. 

Skandia has previously 
refused to sell Vesta. Under the 
terms of the concession. Uni 
will be forced to reduce the 28 


per cent shareholding to below 
10 per cent by the beginning of 
next July unless Skandia sells 
Vesta. 

On Tuesday, Uni suffered a 
blow when its share price foil 
15 per cent on the Oslo bourse 
following a domestic media 
report alleging the company 
was technically bankrupt 

Uni was forced to issue a 
clarification of its financial 
position and denied the report 
Yesterday, Uni’s A-shares shed 
another NKrl to end at NKrSO 
and Free shares fell NKrl.50 to 
NKr32J50. 

• Gjensidige Skadeforsikring, 
one of Norway’s biggest insur¬ 


ers, has paid NKr365m for a 
63.39 per cent stake in the For- 
enede group, in a preparatory 
move to a full takeover by next 
August 

Approval for the deal by the 
Finance Ministry cleared the 
way after a long battle with 
Codan. the Danish subsidiary 
of Britain's San Alliance 
group, which had also pursued 
Forenede. 

Forenede holds 10 per cent of 
the domestic insurance mar¬ 
ket 

The ministry favoured Gjen¬ 
sidige because the company 
plans to maintain its 
operations In Trondheim. 


Von Pierer named as Siemens’ new chief 


By Andrew Fisher In Frankfurt 

THE APPOINTMENT of Mr 
Heinrich von Pierer, the for¬ 
mer junior tennis champion of 
Bavaria, as the nest chief exec¬ 
utive of Siemens was con¬ 
firmed yesterday by the super¬ 
visory board of the German 
electrical and electronics 
group. 

Mr von Pierer. 51, who has a 
law and economic education, 
was named as deputy chief 
executive a year ago to Mr Kar¬ 
lheinz Kaske, the 64-year-old 

head of Siemens who steps 
down from the top job on Octo¬ 
ber 1. 

It was understood that Mr 
von Pierer would become the 
next chief executive, and the 


supervisory board decision has 
made this official. 

Since Mr Kaske became chief 
executive at the start of 1981, 
the Munich-based group's turn¬ 
over has risen from DM32 bn to 
DMSObn f$52bn). Under his 
leadership, Siemens has sought 
to break out of its bureaucratic 
mould - it employs 402,000 
people - penetrate the US 
market more effectively, 
develop its position in telecom¬ 
munications and computers, 
invest in east Germany, and 
move into the developing mar¬ 
kets of eastern Europe. 

Among its most recent chal¬ 
lenges was the acquisition of 
Nixdorf, the ailing computer 
company which is causing Sie¬ 
mens more problems than it 



Von Plererr tennis playing 
likely to be curtailed 
anticipated, Siemens will give 
details of Its group. perfor¬ 
mance in the first eight 


months of its end-September 
financial year in Dresden on 
Monday. It has already 
reported an 8 per cent gain m 
net profits for the first half to 
DM859m ($521m). 

Mr von Pierer’s main experi¬ 
ence before joining the board 
of Siemens was as a di rector 
and then head of its KWU 
power station operation. He 
helped ensure that orders were 
dominated by conventional 
rather than nuclear power sta¬ 
tion business at a tune when 
the latter was becoming 
increasingly controversial. 

He also convinced the 
Prague government and the 
management of Skoda Pllsen, 
the Czech engineering com¬ 
pany, that Siemens was the 


best partner among the several 
concerns vying for the joint 
venture in power generation 
signed last year. This involved 

frequent trips to Czechoslo- 
vakia to cultivate politicians 
and offset fears that Siemens 
Intended to drop the Skoda 
name and use Pilsen as a 
cheap production site. 

Associates of Mr von Pierer, 
who helped finance his studies 
by working as a local sports 
reporter near Nuremberg, say 
he has an open, easy going 
style and makes his views and 
criticisms known clearly. He 
still plays tennis and is senior 
c hamp ion of northern Bavaria, 
though his time on the court is 
likely to be curtailed by his 
new responsibilities. 


Irregularities 
stall DKr2bn 
rights issue 

By Hilary Barnes 
In Copenhagen 

HAFNIA HOLDING, which 
controls Denmark's second- 
largest Insurance group, yes¬ 
terday postponed trading in a 
new rights issue. The issue 
was intended to raise DKrtbn 
(S344m) and is vital to the com¬ 
pany’s plans to strengthen Its 
R nancial base. 

The postponement follows 
the revelation on Wednesday 
that through, an options deal 
which Hafnla ’a board claims 
was unauthorised, the group 
has been forced to take 73 per 
cent of the shares In Interbank, 
a small hank. 

The options deal has cost 
Hafnia DKr288m. 

Hafnia yesterday also said 
that it is looking into other 
possible irregularities. 

The group's board spent yes¬ 
terday In discussions with the 
bankers and the institutional 
Investors which have guaran¬ 
teed the new share Issue. 

Mr Holger Laveson, the 
chairman, last night said that 

the discussions have gone sat¬ 
isfactorily but are not com¬ 
plete. A full statement will be 
made today. 

Meanwhile, Copenhagen bro¬ 
kers Carnegie, which is one of 
the brokers establishing the 
options deal said that in its 
view the deal was valid and 
that it expected Hafnia to hon¬ 
our it 


Porz plant gives KHD new lease of life 

Andrew Fisher on prospects for the German diesel engine maker 


F OR KKJckner-Humboldt- 
Deutz, the German 
maker of diesel engines, 
industrial plant and farm 
equipment, the late 1980s were 
a corporate nightmare. 

A disastrous move into the 
US agricultural sector led to 
heavy losses and the company 
was forced to slash jobs and 
capacity. Those g rim d ays are 
thankfully over. KHD, whose 
origins go back to the first 
days of the diesel engine, is 
now engaged on what Mr Wer¬ 
ner Kirch gfiaae r, the chiaf exec¬ 
utive. calls a process of 
“strengthening from within”. 

But there is still some way to 
go. Yesterday, he said a t the 
annual meeting that KHD 
would a gain make a loss in the 
first half of this year, tho ugh 
this was because roost business 
was done in tbe second half. 
He expected another profit for 
the full year. Encouragingly, 
he said the new order inflow 
was 7 per cent higher in the 
first five months at DML6bn 
((lbn), with a 22 per cent jump 
in industrial plant business. 

Although the “strengthen¬ 
ing" process has succ eeded to 
the extent of keeping KHD In 
the black and stabilising turn¬ 
over, Mr .Kirchgasser admits: 
"When you’re making a turn¬ 
over of around DM4bn, a profit 
of DMIOm (the net figure in 
1991) is insignificant”. In other 
words, KHD is still not far 
ahead of break-even. 

Nor is there much immediate 


prospect of a sharp upturn. 
Eandngs will remain low for 
the next few years, one reason 
being the slack world econ¬ 
omy. As Mr Kirchgasser told 
shareholders: “No major 
improvements can be expected 
from the economy in 1992. The 
phase of economic weakness In 
western industrial countries is 
likely to be overcome only 
slowly." 

Last year, operating profits 
fell by 78 per cent to DMISm, 
though this was a far cry from 


restructuring efforts under Mr 
Karl-Joseph Neukirc hen, who 
arrived in 1967 from SKF, the 
ball-bearing concern, to over¬ 
haul KHD and return it to 
profit. It stems also from 
another move by Mr Neu¬ 
kirchen, mow head of the 
Hoesch engineering company 
which has been acquired by 
Krupp. That was the decision 
to build the world's most mod¬ 
ern diesel engine plant at a 
cost ofDMSOOm in the Porz dis¬ 
trict of Cologne. 


KHD : 

THE FIVE-YEAR RECORD 



1087 

1988 

1689 

1990 

1991 

Turnover 

DM4.5bn 

4JSbn 

4.1 bn 

4.1bn 

4.1bn 

Operating profit/(Ices) 

(402m) 

(130m) 

40m 

82m 

18m 

Net profi(/(loss) 

. (285m) 

(75m} 

(170m) 

30m 

10 m 

Employees 

. 24.075 

1B.751 

16.425 

15,022 

13.603 


the DM402m loss of 1987. Mr 
Kirchgasser says the 1991 oper¬ 
ating result was depressed by 
DMIOOm because of weaker 
markets in its business for 
standard engineering products. 
It had to resort to Further 
capacity and overhead cuts to 
offset some of this damage. 

From 1995, ho wever , Mr 
Kirchgasser expects KHD's for¬ 
tunes to take a distinct turn 
for the better. He has already 
forecast a renewed dividend for 
1996 - 10 years after the last 
distribution - when operating 
profits should exceed DMIOOm. 

The reason for this optimism 
lies not just in the Herculean 


Using all the l atest manufac¬ 
turing methods, KHD alms to 
increase considerably its pro¬ 
duction of advanced fuel-sav¬ 
ing, low-noise, and envlron- 
mentally-friendly diesels and 
attack new market segments. 
“The success of this invest¬ 
ment will, determine our 
future," Mr Kirchgasser says. 
“If it doesn’t work, our fore¬ 
casta will be out” He is confi¬ 
dent, however, that the new 
Porz facility will give. KHD a 
new lease of life. Roughly half 
its turnover comes from die¬ 
sels, though this division is 
currently in the red as a result 
of the.heavy spending at Porz. 


KHD has developed several 
new engines for the plant, 
which will be operated by its 
Deutz Motor unit and start pro¬ 
duction next January with an 
eventual capacity of 150,000 
engines a year. It aims to 
reduce delivery times to three 
weeks from the present three- 
months. Productivity will be 
much Hi gh er than at its exist¬ 
ing plant in Cologne-Deutz, 
which produces the same num¬ 
ber of engines with 1,800 peo¬ 
ple; Porz will have 600. 

KHD's other diesel unit is 
Deutz MWM, based in Mann¬ 
heim. While Deutz Motor's 
products are designed for gen¬ 
eral Industrial use and to be 
installed In trucks, buses, and 
other vehicles (not cars), the 
Larger engines of MWM are 
used mainly for ships and 
energy production. The compa¬ 
ny's aim is to produce around 
200.000 engines a year from the 
mid-1990s compared with 
150,000 at present Of these, 
more than Half will be for 
industrial use, including the 
construction industry. KHD 
also wants to raise the number 
of vehicle engines from the 
present 10,000 to around 50,000. 

Mr Kirchgasser does not 
expect much favourable news 
from the European fern sector. 
It is in the engine division that 
the key to a more prosperous 
future for KHD lies, and the 
new plant at Porz will be of 
crucial importance in achiev¬ 
ing thaL 


Notice of Adjourned Meeting of Noteholders 
of 

GTE Finance N.V. 

US. $75,000,000 
Retractable Notes due 1996 

NOTICE IS HEREBY GIVEN that a quorum was not present at a meeting 
of the holders of U.S. $75,000,000 Retractable Notes due 1996 {the 
"Notes - ) issued by GTE Finance N.V. (the "Company') which was held 
at 10.30 s.m. (London Tune) on Thursday, 18th June, 1992 (the 
■Meeting - ) at the office of Royal Bank of Canada, 71 Queen Victoria 
Street, London. EC4V40E (the 'Royal Bank of Canada Offica"). 
Pursuant to the Trust Deed dated 26th April 1984 made between the 
Company and The Law Debenture Trust Corporation pXc. (the 
Trustee - ), the Meeting was adjourned untS 1030 un. (London Time) 
on Thursday, T8th July, 1992 at the Royal Bank of Canada Office (the 
"Adjourned Meeting - ). At the Adfoumed Meeting, two or more persons 
present in person hokfing Notes antVor voting certificates and/or being 
proxies and/br being representatives (whatever the principal amount of 
the Notes so held or represented) shall form a quorum and shall have 
the power to pass the Extraordinary Resolution described below. 

Due to recent changes in the laws of taxation of the United States of 
America, GTE Corporation, the ultimate parent of the Company, has 
decided that it would be in the interests of GTE Corporation and its 
subsidiaries to cease to maintain the Company, 

Accordingly, and in connection therewith, the Company filed a Plan of 
liquidation on 31st December. 1991 in the Netherlands Antilles, its 
jurisdiction of incorporation. Although the Company remains solvent it 
has announced its intention to dispose of its assets and liabilities and 
dissolve under the laws of the Netherlands Antilles not later than the 
first quarter of 1993. 

The Company wishes to redeem, subject to the approval of the holders 
of the Notes (the 'Noteholders'), all the outstanding Notes before the 
Company is dissolved. However, in accordance with the terms and 
conditions of the Notes, the Company may not redeem the Notes until 
26th April. 1993 at the earliest. Therefore, the Company called the 
Meeting for the purpose of considering, and if thought fit, passing the 
following resolution as an Extraordinary Resolution: 

Extnwnfinary Resolution 

That Condition 5(c)(i) of the terms and contfittonsofthe Notes be 
amended to read as follows: 

On giving, not more than 45 nor less than 30 days’notice 
to the Notsholdflrs, the Company may redeem afl of the 
Notes on 18th August 1992 (the "Redemption Date"), at 
the redemption price of 100 per cant of their principal 
amount and interest accrued u the Redemption Date 
TOGETHER WITH a special premium of 3.15 per cent of 
the principal amount of the Notes outstanding on the 
Redemption Date (the “Special Premium"). 

If the Extraordinary Resolution is not passed at the Adjourned Meeting 
and the liquidation of the Company constitutes an event of default and 
notice is given to the Company by the Trustee that the Notes are 
immediately repayable pursuant to Gondtion 8 of the Notes, the Notes 
will then become immediately due and repayable at 100 per cant, of 
their principal amount together with accrued Interest but the Special 
Premium will not be payable in such event. 

In accordance with the provisions of the Trust Deed, holders of bearer 
Naess may deposit bearer Notes with any of the Paying Agents fisted 
below for the purposes of obtaining voting certificates or appointing 
proxies named in block voting instructions to vote at any time up to 48 
hours before the time fixed for the Adjourned Meeting, but not 
thereafter. Holders of registered Notes may appoint proxies to vote on 
their behalf. Suitable forms of proxies and voting certificates may be 
obtained at any of the following offices: 

RAYING AGENTS 

Royal Bank of Canada Europe Limited 
71 Queen Victoria Street 
London EC4V4DE 

First Interstate Trust ROYAL SAINT GEORGE Bank S A. 

Company of New York 3 Rue Scribe 

One Exchange Baza 75440 Paris 

55 Broadway 
New York, NY10006 

Royal Bank of Canada Internal] a ride Nederland an Bank 

(Suisse) (Belgium) SA/N.V. 

RuaDideyB RuedoLignel 

1204Geneva B-1000Brussels 

Banque Internationale 4 Luxembourg 8 A 
2 Boulevard Royal 
L-23S3 Luxembourg 

Dated: London 3rd July, 1992 
For a nd on behalf of 
GTE Finance MV. 

ROYAL BANK OF CANADA 
EUROPE LIMITED 


Notice of Adjourned Meeting of Noteholders 
_of 

GTE Finance N.V. 

U.S. $75,000,000 
Retractable Notes due 1997 

NOTICE IS HEREBY GIVEN that a Riorum was not present at a meeting 
of the holders of U S. $75400,000 Retractable Notes due 1997 (the 
" Notes') issued by GTE Finance N.V. (the "Company - ) which was held 
at 11.30 am (London Time) on Thursday, 18th June, 1992 (the 
"Meeting - ) at the office of Royal Bank of Canada, 71 Queen Victoria 
Street London, EC4V4DE (the 'Royal Bank of Canada Office - ). 
Pursuant to the Trust Deed dated 9th June, 1982 made between the 
Cbmpany and The Law Debenture Corporation pic. (the Trustee'), the 
Meeting was adjourned until 71.00 aon. (London Time} on Thursday, 
16th July, 1992 at the Royal Bank of Canada Office (the 'Adjourned 
Meeting'). At the Adjourned Meeting, two or more persons present in 
person holding Notes and/or voting certificates sndfor being proxies 
(whatever the principal amount of the Notes so held or represented) 
shaD form a quorum and shaD have the power to pass the Extraordinary 
Resolution deserted below. 

Due to recent changes in the laws of taxation of the United States of 
America, GTE Corporation, the ultimate parent of the Company, has 
decided that it would be in the interests of GTE Corporation and its 
subsidiaries to cease to maintain the Company. 

Accordingly, and in connection therewith, the Company filed a Plan of 
Liquidation on 31st December. 1991 in the Netherlands Antilles, its 
jurisdiction of incorporation. Although Ihe Company remains solvent it 
has announced its intention to (Sspose of its assets and BatsStiea and 
cfesofw under the laws of the Netherlands Antilles not later than the 
first quarter of1993. 

TteCbmpany wishes to redeem, subject to the approval of the holders 
of the Notes (the 'Noteholders"), an the outstanding Notes before the 
Company is dfeaotved. However, in accordance with the terms and 
(xmefitiona of the Notes, the Company may not redeem the Notes until 
1st June, 1994at the earfieat.Therefore, the Company caBed the Meeting 
for the purpose of considering, and if thought fit passing the following 
resolution as art E x tr ao r din ary Resolution: 

Extraordinary Resolution 

That Corefttion AfcHi) of the terms and conditions of the Notes be 
amended to read as follows; 

On giving, not more that 45 nor less than 30 days' notice 
to the Noteholders, the Company may redeem all of the 
Notes on 18th August. 1992 (the 'Redemption Date*), at 
the redemption price of 100 per cent of their principal 
amount and interest accrued to the Redemption Date 
TOGETHER WITH a special premium of 2JJ5 per cent of 
the principal amount of the Notes outstanding an the 
Redemption Date (the 'Special Premium'). 

If the Extraonfinary Resolution is not passed at the Adjourned Meeting 
and the Bquidation of the Company constitutes an event of default and 
notice fs given to the Company by the Thistee that the Notes are 
Immerfiateiy repayable pursuant to Condition 7 of the Nous, the Nous 
win then became Immediately due and repayable at 100 per cant, of 
their principal amount together with accrued Interest, but the Special 
Premium will not be payable in such event 

Hi accordance with me provisions of the Trust Deed, The Notehofctora 
may deposit their Nare3 with arty of the Paying Agents fisted below for 
the purposes of obtaining voting certifica te s or appointing proxies 
named in block voting instructions to vote at any time up to 48 hours 
before the time fixed for the Adjourned Meeting, but not thereafter. 
Voting certificates may be obtained at any of the folowing offices: 

RAYING AGENTS 

Royal Bank of Canada Europe Limited 
71 Queen Victoria Street 
London EC4V4DE 

First Interstate Trust ROYAL SAINT GEORGE Bank SJL 

Company of New York 3 Rue Scribe 

One Exchange Plaza 75440Paris 

S> Broadway 

New York, NYl0008 


Royal Bank of Canada 

(Suisse] 

Rue Diday 6 
1204 Geneva 

Dated: London 3rd July. 1992 
For and cm behalf of 
GTE Finance N.V. 


Internationale Nederianden Bank 

(Belgium) SJL/N.V. 

Rue da Lionel 
8-1000 Brussels 


ROYAL BANK OF CANADA 
EUROPE LIMITED 
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Continental 
in new legal 
bid to balk 
Pirelli 


By David Waller In Frankfurt 
and Haig Simonlan In MUan 

CONTINENTAL, the German 
tyre company, yesterday 
launched a fresh legal initia¬ 
tive to prevent Pirelli exercis¬ 
ing its vote? on more than the 
S per cent stake which it holds 
in the German company. 

The appeal to the Hanover 
court marks a farther deterio¬ 
ration In relations between the 
two companies ahead of Conti¬ 
nental’s animal meeting today 
in Hanover at which Pirelli 
will seek to have Continental's 
voting rights restrictions 
lifted. • 

Apart from the 5 per cent 
stake, Pirelli has options to 
boy a. further 34 per cent. 
Today it win launch a second 
attempt to overturn the rule 
limiting shareholder voting 
rights to 5 per cent, whatever 
the stake. 

In its latest move, Continen¬ 
tal wants the court to gfve a 
definitive ruling that Pirelli 
should not be allowed to exer¬ 
cise more than s per cent of its 
votes. This follows shortly 
after a demand from Continen¬ 
tal that Pirelli should pay 
back-the dividend it received 
on its Continental shares last 
year. 

The companies abandoned 
merger talk* in December last 
year. Pirelli maintains that 
there is nothing sinister in its 
challenge today and that it 
simply wants to maximise the 
value of its stake by having 
the restriction lifted. 

Continental, however, is 
treating today’s vote as a 
barely disguised assault on its 
independence. It and Morgan 
Grenfell, its merchant banking 
advisers, have in recent weeks 
mounted an intensive lobbying 
campaign to persuade share¬ 
holders to vote against the 
Pirelli motion. 

The outcome of today’s 
meeting Is-likely to turn on 
the question of whether Pirelli 
is-allowed to vote its entire 
stake, or whether its votes will 
be limited to 3 per cent The 
decision on this lies with Mr 
Ulrich Weiss, chairman of the 
Continental supervisory board 
and a main board director of 
Deutsche Bank.- .r • 

.Continental would not com¬ 
ment yesterday oh Jbe Jikeiy 
outcuuei-df - tbdaiyT&r'hieetlng, 
exceat to say^that^hroceedracK 
would;be “ 

thought likely Qmt Mr ; Weiss 
will exercise ids discretion and 
limit Pirelli’s voting rights. ■.. 

Such a move would probably 
provoke legal action as Pirelli - 
has maintained-: - and reiter¬ 
ated yesterday. that its 
option rights over .34 per cent 
of the .German, company’s 
shares in no way violated Con¬ 
tinental's voting rights restric¬ 
tions. ' .. 

At special meeting last 
March, Pirelli won a motion to 
overturn the voting right 
restriction, but the decision 
was not Implemented pending 
an appeal to the Hanover 
court. At the end of May, the 
court annulled the vote, riding 
that Pirelli failed to disclose 
last March that it spoke for 
more than 25 per-cent of Conti-, 
nental. •' . 

Pirelli’s stress on “maxim¬ 
ising the value" of its stake, 
presumably with a view to its 
future sale, is understandable 
Having taken a hixge loss on. 
its Continental shares and the 
indemnities offered to the 
other Italian companies In Its 
shareholder pool, Pirelli's 
focus is on regaining some of 
the money ploughed . into the 
venture. 

However, relations, yvith 
Continental remain extraordi¬ 
narily ambivalent. The two 
companies are still discussing 
the sale of some of Pirelli’s car 
components operations put; on 
the block as part of the Italian 
group’s restructuring pro- 
gramme. 

Also on today’s agenda is a 
motion allowing Continental 
to raise its nominal share capi¬ 
tal by DM 15dm. 


O&Y defaults on California payment 


By Alan Friedman . ■.? - 
. in New York - > 

OLYMPIA & YORK te^ofeejl to 
abandon its role in the brawl¬ 
ing Yerba Buenaom 
property developm e n t;in ,~San. 
Francisco.after defaulting on a' 
. cradal $2m pajmientHhM: was 
due this we%k: 

In a-separate deyedpment, 
Inzarii Frews York 

:investment hank., wasIdred 
yesterday by. Gi&T'a^USjsubkd- 
iary to try to raise cajiital tor 
the Canadian' group’s US 
operations 

The San: Francisco- project 
was 'originally supposed- to be 
O&Y's. next. big: showcase.' 
invoMng-a $lbiv. investment in 
three office blocks with L5m sq 
it of space plus an entertain- 
ment^»mpl£X- -■ • ■■ . 

Six months'agoi.the troubled. 
Canadian- developer lost its 


.rights to.> all but -one of. the 
office blocks because of missed 
'“ jayments. 

According to tim'Sail Fran¬ 
cisco Redevelopment Agency 
(SERA), O&Y has been given 
’ until the close of business next 
Tuesday to make good its $2m 
payment toward the purchase 
of land or lose all Us rights as 
the developer of the sit e. 

The 750.000 sq'-ft office block 

- that would be abandoned 

- would have,involved an invest¬ 
ment of around $250m. 

Mr Edward HeHejri, director 
of the SFRA, said that If O&Y 
flailed to pay the $2m by next 
. week hie agency would collect 
a SL4m letter. qL credit that is 
being held in-escrow in New 
York. 

He said O&Y could also 
forfeit the S20m of instalment 
payments if has made to 

the San Francisco agency 


since 1890 on the site. 

. “I find it very difficult to 
understand-why they don't pay 
us the $2m, keep their rights 
and get another developer to' 
take over the project,” said Mr 
HeifelcL 

O&Y in New York said it 
believed the company would 
not make the $2m payment. 
"The company is conserving 
flash and. it is highly unlikely 
that we will, make that pay¬ 
ment,”, a spokesman com¬ 
mented 

The San Francisco default is 
not expected to force O&Y’s US 
subsidiary into a bankruptcy 
filing. 

The US subsidiary, which is 
holding debt restructuring 
talks with its creditors and is 
hoping to sell up to a dozen US 
- office buildings to raise cash.' 
has thus far avoided having to 
seek protection from creditors 


Dividends to fund restructuring 


By Bernard Simon in Toronto 

A PORTION of dividends paid 
by companies in 1 which Olym¬ 
pia & York is a shareholder 
will be set aside to help the 
aiting property developer fund 
its restructuring costs, a 
Toronto court was told yester¬ 
day. - 

O&Y also' said the company 
expected to finalise audited 
accounts for the fiscal year 
ended last January within the 
next day or 'two. They are 
expected to Include a write¬ 
down of at .least C$2bn 
(USjl.fibn) on the value of its 
real estate hoIdingR. -. 

The allocation of general, 
adminis trative and restructur¬ 
ing (GAR) expenses among the 
lenders and the Reichmann 
family which owns O&Y baa 
been the focal point of credi¬ 
tors’ attention in recent weeks. 
These costs have totalled about 
C$9m since O&Y filed for court 


protection in Canada in May. 

Under proposals filed by 
O&Y and its- creditors, about 
C$5m in-dividends due from 
the newsprint maker AMtibl- 
Erice this month will be used 
for O&Y’s general, administra¬ 
tive and restructuring costs. 
O&Y owns 82per cent of Abltl- 
bi’s shares. A contribution may 
also be made by Carena, a 
Canadian property group in 
which O&Y holds a minority 
stake, Carena's main subsid¬ 
iary is Trizec, North. America’s 
biggest publicly-traded prop¬ 
erty developer. 

- O&Y’s shares in AbitTbi, Car¬ 
ena and in Gulf Canada 
Resources, - which last week 
haHpd dividend-payments, are 
pledged as collateral on some 
of ils : C$13ibn debt 

An O&Y lawyer said in an 
interview that the company's 
reliance on dividend income 
for its restructuring should 
have no impact on the dM- 


Toshiba, IBM share 



By Steven Boiler In Tokyo . 

TOSHIBA, the Japanese 
electronics company, is mak¬ 
ing a bid to recapture leader¬ 
ship-in one of the hottest -hew 
products in the electronics 
industry. - “flgsh’V memory 
devices: rt-tiy means-«0g tecit^ 
ndpgy^mrrag agremedt-witfr; 
IBM:-' '. '- . -. W: 

Toshiba inve n ted flash meni: 
OTy-wtochstore 
information , in a semiconduc¬ 
tor drip even .when power is 
switched off - in 1986. But 
Intel, the .leading US semlanF 
ductor maker, captured 85 per 
cent bf the market by design- : 
ing a product that.was simpler 
to manufacture and cheaper 
than the original Toshiba 


The' agreement, announced 
yesterday, pits a TosMba-EBM 

partnership agains t an uliisnce 

between Intel and Sharp, the 
Japanese electronics group, 
announced earlier this year. -. 

At stake is a market which 
Dataquest expects , to be worth 
$L5tm by 1995, compared with 
about 5130m today, and which 
should continue growing rap¬ 
idly afterwartL Flash memory 
cards. about the size of a 
creditcard - will start replac¬ 
ing small disc drives in porta¬ 
ble computers thi&year. They 
store data just like a hard disc, 
but since they are solid state, 
they contain no moving parts. 

Flash memory cards use Less 
electricity and are much ligh¬ 
ter, making them i deal for por¬ 
table uses! They allow almost 
instant access to data, thus 
eliminating the delay when 
computers have to go bade to 
the disc to retrieve informa¬ 
tion. 

. . Flash memory also poses a 
threat to some parts of the 
market for dynamic random 
access memory chips since 
they process Information in a 
similar way to D-Ram chips, at 
slightly slower speeds. Unlike 
the D-Ram chip flash does not 
lose what it is working on 


when the power goes down. 

- The Toshiba Nand (no-and 
internal logic) technology has 
always'in theory been better 
than Intel’s Nor (no-or) circuit 
design. Nand allows manufeC^ 
tore of a.smaller, more highly, 
integrated chip that is more 
than the Ncir technbl- - 

Nand' 'chips also use five 
■ volts for both, erase and write 
functions, while the. Intel 
designs .requires two voltages, 
12 and five volts, making them 
more power-hungry. 

/Intel, however, says its drip 
has succeeded in the market 
because^the.Toshiba design 
required more complex exter¬ 
nal-control circuitry which 
eliminated the theoretical 
advantages of the bade chip. 

Toshiba is hoping to over¬ 
come this obstacle by means of 
the link -with IBM. Toshiba has 
agreed to share its flash mem¬ 
ory technology with IBM, 
while. IBM will share technol¬ 
ogy under development for a 
controller device allowing 
highrspeed read and write 
operations. The two will sepa¬ 
rately manufacture and market 
the devices. 

IBM’s derision to link with 
Toshiba is a powerful vote of 
confidence In the basic technol¬ 
ogy- 

Intel joined forces with 
Sharp earlier this year for two 
reasons. First, the Japanese 
company had the technology 
and the resources to develop 
and manufacture the next gen¬ 
eration of more powerful flash 
devices. Second, Sharp had the 
.experience, which Intel lacked. 
In the consumer market with 
devices like electronic diaries, 
portable computers, and audio¬ 
visual equipment 
By the time the IBM/Toshiba 
alliance results in new prod¬ 
ucts - probably a matter of 
yean from now - Intel and 
Sharp hope to have already 
created a large enough demand 
for their own product to allow 
for cheap, mass production. 



Chettenham&Gkxicester 

BddhgSociety 

ECU 150,000,000 

• Floating Rate Notes due 1995 

In accordance with theprovisions of the Notes, notice b hereby 
given that the Rare of Interest for the three month penod cuding 
2nd October, mi. has been" fixed at 10.8375% per annum. The 
interest accruing- for such three month penod jmll be 
ECU 2,769.58 per ECU HJ0.W0 Bearer Note, on 2nd October, 
1992. against presentation of Coupon No. 4. . 



30th June, 1992 
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LEO 2 pic : 

£83,000,000 Class A1 
£75,000,000 Class A2 
S 12^00,000 Class B 
Mortgage backed floating 
rate notes due 2035 
For the interest period I Jttfy, . 
1992 ft> 7 October, 1992 the 
Class'A'Mates will bear . 
interest as follaws:- 
Oass A1 at 10.44531% per 
annum 

Class A2at 10.69531% 
per annum 
Amount payable on 
1 October, 1992 per £100,000 
note will amount to.' 

Class A1 aJ $2,625.60 

Class A2 at £2,688.44 
The Class '8'notes will bear 
interest from 1 July. 1992 to 
] October, 1992at 123203!% 
per annum. Interest due and 
payable on 8 October. 1992 
will amount to £3,096.91 per 
Sm000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


dead policies of Abitibi, Gulf 
n»nada arid Carena. O&Y esti¬ 
mates that its dividend income 
this mouth alone will be be 
C$15 to C$1 to, several times 
more than its GAR require¬ 
ments. 

Lenders to specific O&Y pro¬ 
jects and holders of marketable 
securities have so far paid the 
bulk of the restructuring costs. 
Fart of the costs to be incurred 
over the next few months will 
also be met through sales of 
about C$70m worth of unen¬ 
cumbered assets, such as par¬ 
cels of land and the corporate 
jet 

.Mr Steven Sharpe, an O&Y 
lawyer, told the court yester¬ 
day that the company was anx¬ 
ious to put the GAR issue 
behind it so that it could have 
“some quiet uninterrupted 
time” to negotiate its debt 
restructuring proposals which 
are due to be presented to lend¬ 
ers by mid-July. 


in a bankruptcy filing - 

Lazard Freres said its O&Y 
team in the US would he led by 
Mr Felix Rohatyn. Mr Rohatyn 
who worked closely in the 
1970s on the New York city 
financial crisis with Mr John 
Zuccotti, the chief executive of 
O&Y's US operations who at 
the time was deputy mayor of 
New York. 

The last time O&Y employed 
Lazard Frfcres was in the 
autumn of 1990, when it was 
retained to seek buyers for 20 
per cent of the US property 
business. The deal did not 
occur. 

Among the top priorities for 
Lazard Freres will be the 
search for equity investors 
who could acquire a sharehold¬ 
ing in O&Y 1 US subsidiary. 
O&Y is hoping to raise at least 
yiOOm by selling a minority 
stake to one or more investors. 

Investors sought 
for Aerolineas 

By John Barham 
in Buenos Aires 
ARGENTINA is looking for 
new investors in its privatised 
airline and is urging the com¬ 
pany’s Spanish bank creditors 
to convert their lnans to Aero- 
lineas Argentina into equity. 

The government is pressing 
Aerolineas, which is controlled 
by Iberia, the Spanish airline, 
to replace undercapitalised 
local partners with financially 
sounder Argentine investors. 
Several wealthy Argentines 
with major industrial holdings 
have been sounded out 
by the government to buy up 
to 36 per cent of the airline's 
shares. 

Iberia and Spanish banks 
hold 49 per cent of Aerolineas. 
with the government holding 5 
per cent and employees 10 per 
cent. Other local minority 
shareholders hold the remain¬ 
ing 36 per cent of shares. 


Bristol 
Myers to 
take $46m 
charge 

By Alan Friedman 

BRISTOL-MYERS Squibb, the 
world’s third-biggest pharma¬ 
ceuticals company, is to take a 
pre-tax charge of S46m in the 
second quarter following its 
agreement to settle an anti¬ 
trust lawsuit involving claims 
that the company conspired to 
rig the prices of infant for¬ 
mula. 

The company's Indiana- 
based Mead Johnson divirion, 
which makes the infant for¬ 
mula, yesterday denied the 
charges, but said it had agreed 
to pay $38.76m to settle a class 
action lawsuit brought by 
wholesale and retail distribu¬ 
tors who made the accusations 
about price rigging. 

The decision to settle was 
made in order to avoid the 
burden and expense of 
protracted litigation, the com¬ 
pany said. 

The $4to pre-tax charge will 
include the amount being paid 
to settle the lawsuit as well as 
the estimated value of dona¬ 
ting infant formula to a US 
government agency as part of 
a separate settlement agreed 
last month with the Federal 
Trade Commission (FTC). 

The FTC had charged Bris¬ 
tol-Myers and two other infant 
formula makers - Abbott Lab¬ 
oratories and American Home 
Products - with price rigging 
and other improper trading 
practices. 

All three companies denied 
any wrongdoing, but Ameri¬ 
can Home Products and Bris¬ 
tol-Myers agreed to settle, 
while Abbott said it would 
contest the charges. 

Yesterday, Bristol-Myers 
shares fell $1K to $65%. 


Thomson likely to 
shelve bid for 
LTV missiles side 


By Patrick Hanrerson 
in New York 

THOMSON-CSF. the 
state-owned French defence 
group, is reportedly close to 
withdrawing its SSOOm hid for 
the missile operations of US 
steel group LTV in a last-ditch 
attempt to prevent the US gov¬ 
ernment from blocking the 
deal 

The French group is expec¬ 
ted to shelve its bid temporar¬ 
ily to give itself more time to 
find a US partner willing to 
run the missile company on its 
behalf. Thomson hopes that 
such an arrangement, which 
would leave it as . only a pas¬ 
sive investor in the missile 
operation, will assuage US 
fears that foreign ownership oF 
a key US arms contractor com¬ 
promises national security. 

Three US companies - 
Northrop, Loral and Raytheon 
- have been approached as 
possible partners for Thomson, 
but none have so far agreed to 
join the acquisition. 

Thomson has had to move 
quickly because a high-level 
US government committee set 
up to review the deal is 
believed ready to recommend 
to President George Bush on 
Monday that the acquisition be 
blocked on security grounds. 

The committee met for the 
final time earlier this week. 


and sources in Washington 
said yesterday that it was 
highly unlikely that Thomson 
would be able to clinch a deal 
with a US partner in time to 
persuade the committee to 
reverse its recommendation. 

Congressmen and US defence 

chiefs have let the committee 

know their concern about 
allowing LTV’s missiles 
operations to fall into the 
hands of a company controlled 
by a foreign government. 
Thomson is 58 per cent owned 
by the French state. 

The committee has also 
looked into allegations that the 
French group broke US and 
French export laws when sell¬ 
ing arms to Iraq during the 
1980s. Only yesterday, the US 
Customs confirmed it was 
investigating whether export 
laws were violated in a 1985 
sale of Thomson lasers to Iraq. 
Thomson denies ever breaking 
US or French export laws. 

Although Thomson's with¬ 
drawal of its bid would only be 
temporary, the latest develop¬ 
ment has cast a shadow over 
LTVs attempts to sell its 
assets and emerge from six 
years of bankruptcy proceed¬ 
ings. Two months ago, a New 
York bankruptcy court gave 
Thomson the right to buy 
LTV's missiles unit over a 
rival, but higher, joint bid by 
Martin Marietta and Lockheed. 


Ban extended on Upjohn’s Halcion 


UPJOHN, the US 
pharmaceuticals group, has 
been told by the UK’s Commit¬ 
tee on Safety or Medicines that 
it has extended its ban on Hal¬ 
cion, the world's best-selling 
sleeping tablet, for a further 


three mouths. 

The committee said it was tak¬ 
ing steps to make sure that a 
final decision on whether the 
product should be relicenced 
would be taken in the near 
future. 
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DUBAI TO JAKARTA THREE TIMES A WEEK 



Since we first spread our 
wings in 1985, Emirates has 
built an extensive network of 
routes, not to mention a 
collection of some 30 coveted 
travel awards. 

We are delighted, therefore, 
to announce yet another new 
service. Flying Dubai-Jakarta 
direct three times weekly. 


Whatever class you fly, 
you’ll enjoy award winning 
food and the finest selection 
of wines. 

And because we design 
our interiors using the latest 
lumbar support sears and 
footrests (even in economy), 
you’ll have more space to 
stretch out and relax. 

During your flight, you’ll 
find we are the only airline 
to provide individual video 
systems in all three classes, 
featuring a choice of four 
television and two movie 


channels. Which, come to 
think of it, is yet another first 
for Emirates. 

Jakarta three times a week. 
Yet another opportunity to 
experience the unique Emirates 
award winning service. 

For Reservations, contact 
your travel agent or 
Emirates on 071 930 3711 or 
Manchester on 061 437 9007. 


Refining the shape of air travel. 
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Guarded welcome 


for new HK 


television plan 


By Simon Davies 
in Hong Kong 


THE Hong Kong government 
yesterday announced minor 
concessions to all three leading 
groups battling for the right to 
offer more television to the 
masses when it approved a 
new framework for television 
broadcasting in the colony. 

The decision ends more than 
two years of confusion over the 
future of cable and satellite 
television in Hong Kong. The 
three groups involved, Mr Li 
Ka-shing's Star Television, the 
late Sir Y.K. Pao's VYharf group 
and Sir Run Run Shaw's Tele¬ 
vision Broadcasts iTVB), wel¬ 
comed the fact that a decision 
had finally been made; but all 
three had hoped for more. 

Under the new proposals. 
Hong Kong should finally 
receive cable television in the 
fourth quarter of 1993, four 
years after the licence was first 
banded out to a consortium led 
by Wharf. The consortium 
folded in 1990, amid internal 
squabbling and complaints 
about the government's policy 
on satellite broadcasting. 

A two-year government 
review followed. Wharf appears 
favourite to win the latest 
licence, which will be awarded 
in January 1993. The govern¬ 
ment has said preference 
would be given to consortia 
offering the fixed-fibre optic 
cable system, which Wharf has 
strongly supported. 

This enables the operator to 
provide value-added telecom¬ 
munications services such as 
home banking, in addition to 
television. The winning cable 
operator will have a three-year 
"exclusive" licence, after 
which it will be open to unlim¬ 
ited competition. 

Regional satellite broad¬ 
caster star, SO per cent owned 
by Hutchison Whampoa and 50 
per cent by the Li family, won 
some concessions after an 
aggressive campaign to reverse 
a five-year ban on Cantonese 
broadcasting and subscription 
income. With a population that 
is around 98 per cent Chinese, 
the appeal of English language 



Li Ka-shing: ‘good way for¬ 
ward' for his Star group 


broadcasting is clearly limited 
in Hong Kong. 

From October 1993, Star will 
be able to transmit three of its 
existing five channels in Can¬ 
tonese. From the same date, it 
will be able to levy subscrip¬ 
tion on new channels, but 
these must remain non-Canton¬ 
ese during the cable operator's 
three-year exclusivity period. 

Star described the govern¬ 
ment decision as “a good way 
forward", but Wharf was 
extremely guarded, expressing 
concern over the development 
of a subscription satellite ser¬ 
vice. Wharf director Mr Step¬ 
hen Ng said there was only 
room for one pay television 
operator in Hong Kong. 

TVB, the largest of Hong 
Kong's two existing broadcast¬ 
ers, claimed the government 
decision failed "to create a true 
‘level playing field’ for all oper¬ 
ators in the industry". 

The government decided 
TVB should be allowed to bid 
for the cable licence, though it 
would be unlikely to win. The 
television station's royalty pay¬ 
ments will be reduced and 
some advertising restrictions 
removed, but the operating 
environment is going to 
become much more competi¬ 
tive. 


Battle for 
Foster’s 
heads for 
the courts 


By Bruce Jacques 
in Sydney 


THE BATTLE for effective 
control of Foster's Brewing 
group, the Melbourne-based 
international beermaker, is 
heading for the courts. 

This emerged yesterday 
when the National Mutual Life 
Association (NML), Australia's 
second-biggest institution. 
Launched a court challenge to 
the appointment last month of 
receivers to International 
Brewing Investments (IBI), the 
Foster's group's main share¬ 
holder. 

In the Victoria Supreme 
Court, NML claimed the 
appointment, made by BHP on 
June 2, was unlawful and inju¬ 
rious to NML. 

NML's action followed a 
request from Wardley Austra¬ 
lia for payment by NML of 
more than A$105m (USS78.9m) 
under standby commitments 
which formed part of EBTs fin¬ 
ancing. The standby, known as 
the CLIF agreement, also 
involves the HongKong Bank. 

Wardley Australia manages 
the CUE agreement on behalf 
of a group of banks known as 
the Vextin syndicate, owed 
ASl-Sbn by IBI, with security 
ranking ahead of BHP. 

The moves are seen as the 
beginning of manoeuvring by 
IBI's creditors to Improve 
their position ahead of any 
asset sales by a receiver. 

BHP has been negotiating 
since it appointed receivers to 
IBI to buy oat the Vextin syn¬ 
dicate. But speculation has 
increased that Vextin may opt 
to appoint its own receivers. 
Yesterday's events threaten to 
further impede already slow 
attempts to resolve the JBII 
Foster's situation. 

Both HongKong Bank, on 
behalf of the Vextin syndicate, 
and BHP said last night they 
would vigorously defend the 
NML action which they 
described as erroneous and 
without substance. 

The action raises the possi¬ 
bility that IBI, controlled by 
Melbourne businessman Mr 
John Elliott, could yet emerge 
from receivership. 


Managed funds industry seeks its freedom 

Barbara Durr on the US sector’s efforts to have speculative position limits removed 


T HE US managed futures 
industry Is winning 
important ground in its 
battle to persuade the Com¬ 
modity Futures Trading Com¬ 
mission (CFTC), the futures 
industry watchdog, to raise or 
e limina te altogether specula¬ 
tive position limits. 

The CFTC has given permis¬ 
sion for the Chicago Board of 
Trade to remove position limits 
on 30-year Treasury bonds and 
five and 10-year Treasury 
notes, three of its most heavily 
traded financial contracts. 

Since the commission’s deci¬ 
sion mirrors a s imilar r uling 
earlier this year allowing the 
Chicago Mercantile Exchange 
to end position limi ts on a 
clutch of currency contracts, 
the two moves mark an 
increasing accommodation of 
the influential funds. 

They also set the stage for a 
far more controversial step by 
the CFTC. The exchange is 
now considering raising posi¬ 
tion limits on a number of agri¬ 
cultural contracts, such as 
wheat, maize, soyabeans and 
cotton. 

Speculative position limits 
are caps on the trading posi¬ 
tions held by participants who 
do not produce or use the 
underlying commodity and are 
therefore considered specula¬ 
tors. They are meant to pre¬ 
vent price mawipnlatinns , such 
as cornering and squeezing the 
market, as well as excess vola¬ 
tility. 

Managed futures, which in 
the past decade have gone 
from nowhere to everywhere, 
have an estimated $21bn under 


Trading volume at the Chicago Mercantile 
Exchange rose 25 per cent to top 66.7m con¬ 
tracts in the first six months of 1992. CME 
futures trading rose 23 per cent while options 
recorded a jump of 33 per cent 

Interest rate products. Including futures and 
options on Eurodollars, one month Libor and 
90-day Treasury bills, set the pace with an 
Increase of 69.6 per cent. Agricultural contracts 
volume fell by 3 per cent. 

Trading volume at the Chicago Board of 
Trade also rose but by a more modest 8.4 per 


cent during the half year. Trading of futures 
and options contracts totalled 75.4m for the six 
months, up from, from 69.7m a year ago. 

- The CBOT*s largest contract, the 30-year 
Treasury bond, has been relatively quiet, but 
trading .in shorter maturity Treasury contracts 
rose substantially. Futures volume on 10 -year 
Treasury notes jumped 52 per cent and options 
on the same rose by 169 per cent. 

Futures on five-year Treasury notes rose 103 
per .emit,, and options on the five-year notes 
jumped 314 per cent 


management They have long 
pressed the CFTC and the US 
futures exchanges to either 
raise or eliminate position lim¬ 
its. 

They argue that position lim¬ 
its have pushed US traders 
overseas to foreign futures 
markets where no such con¬ 
straints exist Some of the larg¬ 
est managed funds place as 
much as 70 per cent of their 
money outside the US. 

Spurred by the loss of busi¬ 
ness to foreign exchanges, the 
CFTC is reviewing its stance 
on speculative position limits 
generally. So tar, it has been 
willing to act relatively quickly 
to remove position limi ts on 
financial futures. These have 
always been relatively high, 
hut the commission concluded 
that they were unnecessary in 
contracts where the underlying 
products - major foreign cur¬ 
rencies and Treasury bonds, 
for example - enjoyed deep, 
liquid and efficient markets. 

CFTC officials said that two 
criteria have guided their deci¬ 
sions on the cases so tan that 
the supply of the underlying 
products was adequate and 


unlikely to be subject to 
manipulations, and that trad¬ 
ers conducted ample arbitrage 
between the fixtures and' the 
liquid cash instrument mar¬ 
kets. 

Managed funds, while happy 
that limits have been stripped 
from key frnanr.ial futures con¬ 
tracts, are especially eager to 
see position limits lifted on tra¬ 
ditional physical commodities. 


A ccording to Mr Peter 
Matthews, a partner in 
Mint Investment Man¬ 
agement Company, some of the 
industry's tattest returns have 
been in agricultural contracts. 
Agricultural markets tend to 
be less efficient with wider bid- 
ask spreads than finannial 
futures markets. 

Thus, when an agricultural 
future moves and a trader has 
the right position It can yield 
big profits. As funds hit their 
position limits in agricultural 
markets, however, they must 
move to financial futures, 
where the returns are slimmer. 

Fund managers con tend that 
position limits restrict a fund's 
ability to diversify so its per¬ 


formance is impaired.. They 
riaim that a smaller presence 
of physical commodities in a 
trading portfolio reduces its 
value as an inflation hedge. 

Mr Morton Baratz, editor of 
Managed Account Reports, the 
specialised industry newslet¬ 
ter, says that position limits 
affect managed funds as they 
grow larger, particularly after 
they pass the S200m mark. 

The stickiest issue for rais¬ 
ing agricultural position limits 
is that there is a finite supply 
of deliverable commodities for 
these fixtures (whereas finan¬ 
cial futures are generally cash 
settled). 

Th e far m lobby is opposed to 
the CFTC's proposal to raise 
the limi ts on agricultural con¬ 
tracts because they contend 
that this could .subject farmers 
and agricultural product dis¬ 
tributors - who hedge their 
exposure - to damaging price 
fluctuations as large funds pile 
in or out of a commodity. 

The American Farm Bureau 
Federation, the largest US gen¬ 
eral farm organisation, is also 
concerned that any change of 
limi ts could lead to market 


manipulation by floor traders 
and brokers. 

In order to handle large 
orders by funds, local traders 
might form alliances with bro¬ 
kers who would be dividing up 
such orders, it said- They then 
may lose Interest in servicing 
small orders typical of many 
hedgers. This could mean 
hedgers facing an increased 
bid-ask spread to entice broker 
groups to execute them. 

The CFTC has taken these 
concerns on board. But it s ays 
the last increase (in 1987) in 
limits on agricultural products 
went smoothly. There was no 
increase in volatility while the 
higher limits helped boost trad¬ 
ing volume made the mar-. 
kets more liquid. 

The period for public com¬ 
ment on the CFTC's April pro¬ 
posal on agricultural position 
limits ran out on June 12 but 
was extended by 45 days to 
allow a wider study of the pro¬ 
posal. 

Ironically, it has historically 
been hedgers - not specula¬ 
tors - that have been respon¬ 
sible for big squeezes and other 
market manipulations. Such 
ploys are harder to execute 
with today's more sophisti¬ 
cated market surveillance 
systems. 

These factors aside, the com¬ 
bined forces of the managed 
funds industry and the 
exchanges themselves - which 
sorely want the managed 
funds' business - will con¬ 
tinue to argue vehemently for 
greater regulatory accommoda¬ 
tion. 


Former Paladin directors rapped 


By Simon Davies 


THE Hong Kong Committee on 
Takeovers and Mergers yester¬ 
day publicly censured four for¬ 
mer directors of Paladin, a 
listed property company, for 
falling to disclose to sharehold¬ 
ers sensitive financial informa¬ 
tion concerning bid target New 
Zealand Equities (NZE). 

NZE was acquired by Pala¬ 
din in 1989 and went into 
receivership seven months 
later. Paladin advisers Schra¬ 


ders Asia and Richards Butler 
were not censured, but the 
report was highly critical of 
their actions. 

Schroders is facing a 
HKJlOim (US$13.06m) lawsuit 
from Paladin, claiming dam¬ 
ages for its role as financial 
adviser to its former directors. 
Those censured yesterday were 
Mr Anthony Van der Linden, 
Mr Peter Francis, Mr Avon 
Carpenter and Mr Peter Fred- 
ricson. 

Messrs Francis and Van der 


Linden have already been cen¬ 
sured by the committee for act¬ 
ing in concert to consolidate 
control of Paladin; they have 
also been banned from taking 
directorships in Hong Kong 
listed companies. 

Schroders was also accused 
of breaching the code, while 
the report said Richards Butler 
was not "blameless" In a fur¬ 
ther breach. Schroders said the 
committee's comments on its 
role were “entirely unjustif¬ 
ied". . 


Sun Hung Kai raises 
HK$3.3bn for expansion 


SUN Hung Kai Properties, one 
of Hong Kong’s largest prop¬ 
erty developers, raised 
HK$3.Sfan (US$426m) . after 
expenses from a share place¬ 
ment yesterday. to help fttnd 
the group's aggressive expan¬ 
sion into the China property 
market, writes Sim on Davies. 

The group is one. of Hong 
Kong's most conservative prop¬ 
erty developers, but it has 
recently signed up a number of 
projects in neighbouring 


Guangdong Province, after 
focusing on residential projects 
in the colony’s New Territo¬ 
ries. 

The company is also 
involved in a HK$2bn commer¬ 
cial development in central 
Beijing, and Is examining some 
large infrastructural projects 
in the Pearl River delta. 

Sun Hung Hal’s shares have 
risen 50 per cent this year. The 
company issued 100m new 
shares at HKS33.25 per share. 


V 


MALAYSIA MINING CORPORATION BERHAD 
(Incorporated in Malaysia) 


NOTICE OF MEETING 

NOTICE rs HEREBY GIVEN Dnu the Sixteenth Annual General Meeting 
of members of Malaysia Mining Corporation Berhad will be held at 
Park, royal Kuala Lumpur, The Park royal Ballroom, Lower Lobby. S4A. 
Jalan Sultan Ismail. 30250 Kuala Lumpur. Malaysia on Friday 31st July, 
1992 at 10.00 am. for the purpose of considering and, if thought fit, 
passing the following as ordinary resolutions: 


ORDINARY BUSINESS 

1. "THAT Die Directors' Report and Accounts for the year ended 31st 
January, 1992 and Die Auditors' Report thereon be and ore hereby 
received and adopted." 

2. "THAT the final dividend of 30% per 10 sen share, less tax at 359b, for 
the year ended 31 w January. 1992 be and is hereby approved and 
declared payable on 14di September. 1992 to the members of the 
Company registered at Die close or business on 14th August, 1992." 

3. "THAT YBhg Tan Sri DatoNasroddin bin Mahomed who retires by 
rotation, be and is hereby re-elected a Director of ihc Company." 
"THAT Enick Abdul Snmad Haji Alias, who retires by rotation, be and 
is hereby re-elected a Director of the Company." 

"THAT Messrs KPMG Peat Marwick, who are eligible and have given 
their consent for re-appointment, be ami are hereby re-appointed the 
Company's Auditors for the period until the conclusion of the next 
Annual General Meeting and that the remuneration to be paid to them 
be fixed by the Board." 


4. 


5. 


SPECIAL BUSINESS 

By way of special business to consider and. if thought fit, pass the 
following as an ordinary resolution: 

6. "THAT pursuant to Section I32D of the Companies Act. 1965. the 
Directors of the Company be and they arc hereby generally and 
unconditionally authorised, notwithstanding Die provisions of Article 5 
of the Articles of Association of the Company, to allot and issue all or 
any or the ordinary shares unissued to any persons upon such terms 
and conditions and at such times and For such purposes as the Directors 
may. in their absolute discretion deem fit. whether pursuant to an offer, 
agreement or option made or granted by them or otherwise, subject 
always to the approval of oil relevant regulatory bodies being obtained 
tor such allotment and issue." 


Kuala Lumpur 
3rd July. 1992 


By Order of the Board 
DARMAWATTI DAHARI 
CHU KUM YOON 
Secretaries 

NOTES: 

1. A member entitled 10 attend and vote at the meeting is entitled to appoint 
one or more proxies to attend and vote in his stead. A proxy need not be a 
member of the Company. 

2. Copies of Directors' service contracts are available for inspection at 38th 
Floor. Mcnara PNB. 201 A. Jatan Tun Rozak, 50400 Kuala Lurapnr on 
any weekdays (except Sanudaysl from 3rd July to 31st July. 1992 during 
usual business hours and will also be available for inspection at Park royal 
Kuala Lumpur. The Parkroyal Ballroom, Lower Lobby. 34A. Jalan Sultan 
Ismail, 50250 Kuala Lumpur, Malaysia on 31st July. 1992 for fifteen I 15j 
minutes prior m and until the conclusion or the Annual General Meeting. 

3. A form of proxy to be valid must reach the Malaysian Registrars' office 
01 Pernas Chatter Management Send man Berhad, 32nd Floor, Mcnara 
PNB. 20IA. Jalan Tun Razak. 50400 Kuala Lumpur. Malaysia or the 
United Kingdom Registrars' office at Barclays Registrars, Bourne House. 
34 Beckenham Road. Beckenham. Kent, not less than fony-eighr f48j 
hours before the meeting. 


Energy International N.V. 

(Incnpormed with Umnal Liability in the Netherlands Antilles) 


Shareholders in the fond are convened to attend the Annual General Meeting of 
shareholdets to be held on Friday. 3fM July. 1992 at ID. 00am at the registered 
office of the Fund ai Pletermaai 15. Willemstad, Curasao, Netherlands Antilles. 

The items on the agenda are:- 

I) Approval Of Hw Report of the Board of Management on the Fund's affairs for 
the year from 1st April. 1991 1q 3 1st March, 1992. 

2J Approval of the balance sheet as at 31st March, 1992 and of the statement of 
operations for the year ended 31st March, 199;. 

31 Ratification of the actions of the Boad of Management kv the vear ended 31st 
March, 1992. 

4) Approval of payment on 7* August,1992 of a dividend far the year ended 31st 
March, f992 of USS3JX) per share or sudi dividend as may to advised by the 
Auditore as necessary to obtain United Kingdom distributor status for the Fund. 
5} Election of the Members of the Board of Management. 

In order 10 attend the Meeting in person or by proxy and to have their votes 
registered at the Meeting holders of bearer shares must deposit their share 
certificates for a deposit receipt tor the share certificates] mentioning their 
names, addresses and nationalities at the registered office of the Fund not 
later than 24th July. 1992. 

3id July, 1992 Broiderofthe Board 0 /Management 


ANGLO AMERICAN CORPORATION 
OF SOOTH AFRICA LIMITED 


ttncorpoiasit in ibe Republic of Soolti Attics) 
(Rqpftntim Na 0IVW3OW)6) 


NOTICE TO HOLDERS OF ORDINARY SHARE WARRANTS TO BEARER 
. PAYMENT OF COUPON NO. 118 


1. Coupon No.: 118 

2. Date of payment: On or after 4 August 1992 

3. Amount: 255 cents per share (South African currency) 

4. South African Non-Resident Shareholders Tax (SANRST); 14.38269 or 
36.67563 cents per share 

5. UK Income tax (where applicable): 11X5174% or 27.07437 cents per share 

6. UK currency equivalents (on 29 June 1992): 

Gross: 

SANRST: 

UK Tax: 

Net: 


48-22932p per share 
6_93663p per share 
5 .12070ppcT share 
36.17l99p per share 


7. Payable ac 

Suriu Bank CopcnUM 


1 Acuheavonudi 
4002 Basle 


Union Bank of 

Switzerland 

BababoteasKSS 
8021 Zorich 


Crfdh du Nocd 
6-8 Boukvaid 


75009 PSri* 


Basque Brunettes Lamben G£n£tale do Basque 
24 Avenue Manux 3 Montague do Pin: 

1050 Branch lOOOBiuSKb 


Basque Generate 
du Luxembourg SA 
14 me AMrbges 
L-2951 Luxembourg 


Banque I nte r nati onale a Barclays Bank PCC 
Luxembourg 5A Stock Exchange Sendees Department 

[msDoible Llndependexice 168 Feacbufch Street 
69 Rne iTEsch London EOP JHP 

L-29S3 Loxeraboorg 


Note: 


Coupons paid by any of the con linen a! paying agents under 7 above will 
be payable in South African currency la an authorised dealer in mrhnngf 


in the Republic of Sooth Africa nominated by the continental paying 
agent- Instructions regarding disposal of the payment proceeds can only 
be given to inch authorised dealer by the paying agent concerned. 


ii) Co opens paid by Barclays Bank PLC wilL unless payment iu Sooth 
African cuirency is requested, be in the sterling cot i vale at shown in 6 
above in respect or coo pons lodged up to 24 July 1992 and thereafter at 
the rale of exchange on the day the proceeds are remitted. 


For and an behalf of 

ANGLO AMERICAN CORPORATION OP SOUTH AFRICA LIMITED 
GA Wilkinson 
London Secretary 


2 July 1992 


Loudon Office 
40 Hdbom Viaduct 
London EC IP IAJ 


Mortgage Funding 
Corporation No 3 Pic 
S120.000.000 Class C-l 
514^00.000 Class C-2 
Mortgage backed floating 
rate notes October 2023 
For the interest period / July. 
1992 to 1 October, 1992 the 
Class C-l notes will bear 
interest at 10.37031% per 
annum. Interest payable on 
I October, 1992 will amount to 
£2.606.7-X per £100.000 note. 
The Class C-2 notes will bear 
interest ai 10.57031% per 
annum. Interest payable on 
l October, 1992 will amount to 
S377.29&S3 per SH,200.000 
Principal Amount. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Heron International N.V. 

Notice to holders of Heron toternationat Finance B^V. 


ECU 50,000,000 954% Guaranteed Retractable Bonds 1985-1992/ 
1997, ECU 20,000,000 Gnaranteed Retractable Bonds 1984-1997, 
FF 400,000,000 854% Gnaranteed Notes due 1993, UJS. 5100,000,000 
Guaranteed Floating Rate Notes due 1993, DM 100,000,000 754% 
Deutsche Mark Bonds of 1985-1995, Swiss Francs 150,000,000 5K% 
Bonds 1988-1994, Swiss Francs 100,000,000 6% Bonds 1985-1995, Swiss 
Francs 150,000,000 554% Bonds 1985-1995, Swiss Francs 150,000,000 
554% Bonds 1986-1996, Swiss Francs 150,000,000654% Bonds 1989-1998, 
Swiss Francs 150,000,000 554% Bonds 1989-1999. ... 

Holders of the above Bauds nod Notes are given notice that an Iofonnation 
Memorandum containing. Inter alia, reformation relating to interest payment policy 
sad extracts from a summary of a report by KFMG Peal Marwick is available through 
the offices o( the respective agents set out below: 

ECU 60.000.000 954% Gnaranteed Retractable Bonds 1985-1992/1997, ECU 
20,000,000 Guaranteed Retractable Bonds 1984-1997, Banque Indasuez Luxem¬ 
bourg, 39 All£c Scheffer, Luxembourg. 

FF 400,000,000 8fc% Gnaranteed Notes doe 1993, Crfefit Lyonnais. 26A 
Boulevard Royal. Luxembourg. 

U.S. $100,600,000 Guaranteed Floating Rate Notes due 1993. Royal Bank of 
Canada Europe Limited, 71 Queen Victoria Street, London EC4V4DE. 

DM 100,000,000 75i% Deutsche Mark Bonds of 1985-1995, Deutsche Bank AG, 
Taunusanlage 12, D-6000 Frankfurt am Main. 

Swiss Franca 1004)00,000 6% Bonds 1985-1995, Swiss Francs 150,000,000 5*4% 
Bonds 1985-1995, S.G. Woriurg SotSticSA, 118 Rue du RbAne. CH1211 Geneva?. 
Swiss Francs 150,000,000 5fc% Bonds 1986-1996, Swiss Francs 150,000,000 05% 
Bonds 1988-1994, Swiss Francs 150,000,000 6)S% Bonds 1989-1998. Swiss Francs 
150,000,000 594% Bonds 1989-1999, CrediL Suisse. Paradeplaiz 8. 8021 ZOrteh- 

3id July, 1992 


LAC LEMAN 


The FT propom to pubSrii ltd* 

survey on 

October 22 1992. . 

This survey will be teea by lead¬ 
ing uuauatioiwl bt nmoam en in 
ISO countries worldwide, ioctud- 
itig Switzerland where it will be 
widely distributed 


In Europe 92% of the profes¬ 
sional investment commuaily 
regularly read tbe FT. 


If you would Idee to promote 
your company's involvement in 
this region to thh important 
audience, please contact 


Nigd Btcfcodl or Simone EgG » 
Geneva 

on 731 lb 04 Fax 731 94 81 
or Fa inert Surrtdgc in London 
on 071 873 3426. 


P** 1 iwr flv ftw fru/wm/ hwmmr 
CnmnUr WorUeide MM !UPG Art'/I 


FT SURVEYS 


DEN NORSKS STATS OLJESELSKAP AS. (STATOIL) 

FF 750,000,000 Floating Rale Notes due 1993 
In KondatKe with the leans and ceotSdon of the Nates. U hereby given Dm 

the Rsto of Interest for the Interest Period 3tM> Jane 1992 M Wth September 1992 bu 
been fixed it 10.1875% per annum. The interest payable on die relevant lateral 
Payment Dare, 30th September 1992 will be FFI6Q3.47 per FF100.000 Now and 
FK260.35 per FF10J30D Now. 

Benqoe Nilions l o do Rtps pLc. 

Reference Agon. 



Han Yang Chemical Corporation 

(Incorporated in ihe Republic of Korea with limlced 1 ability) 


Notice 

to the holders of the outstanding 

U.S. $56,000,000 

3% per cent Convertible Bonds due 2006 

(the “Bonds'! 

of 

Han Yang Chemical Corporation 

(the “Company*) 


NOTICE IS HEREBY GIVEN to the holder* of the Bonds that the 
Rights issue (6,000,000 common shares) was authorised by a resolution 
of the Board of Directors of the Company dated Z7thFebruary, I99Z. 
The record date for the Rights issue was lSch May, 1992. 

Pursuant to the provisions of die Trust Deed constituting the Bonds, 
the Conversion Price of du Bonds has been adjusted as a result of die 
Rights issue from Won 14,888 to Won 14,012 tfTtreaye from 19th May; 
1992 (the day after the record date for the Rights issue). 


3rd July. 1992 


■ Han Yang Chemical Corporation 


De Beers Consolidated Mines Limited 


(Incorporated in the Republic of South Africa) 
(RegbnatKnt No. Uf00007f06) 


NOTICE TO HOLDERS OF 40% PREFERENCE SHARE WARRANTS TO 
BEARER-FAYHENT OF COUPON NO. 168 
1. Coupon Noe 168 

SL, DU of payment On or after 4 August 1882 

3. Amount: 100 cants par share (South African cunmcy) 

4. Souti African Non-Resident SharetnUora Tax (SANRST); 10579% or 10-979 owns 
.parabare 

5. ■ UK Incoma tax (where appSaaUe): 14.021% or 14.021 cents per stare 

6. UKaxrancy aqutvotants (on 29 Juw 1982): Gross: 1 Bill220p par share 

SANRST 2.07637P per ehare 
UK Tax: 23516Sp par share 


Nac 14.18«l5p par share 


7. 


Payable ae 

8wica Bank Corporation 
1 Aeschenvomtadt 
4002 Basle 

Banque Btuxailas Lamtwrt 

24 Avenue Mamin 
lOSJBrasMta 
Banque I n tern a tionale 6 Luxwncxwg SA 
bnmeubia LlmMpantianoe 
88 Rue rfEech 
L-2953 Luxembourg 


Credit Suisse 
B Paradapfstz 
8021 Zurich 
(Mndrate de Banque 
3 Montagna du Pare 
1000 Biusaats 


Union Bank oJ Switzerland 
Bahnhofatiasse 45 
8021 Zurich 

L'EuropAenne de Banque . 
21 rue Leffltte 
75428 Pane 


Baretaya Bank PLC 
Stock Exchange Senricea Department 
168 Fenchurch Street 
London EC3P 3HP 


Notes: 


0 Coupons paW by any of the conftuttal paying eoontsimder 7 above be peyafale In 

Sirth African cunenty to an authorised dealer In exchange In the Reeubfic ot Souto 
• atera noml'iaiBtfby Bw ronUnaraal poytog agora instiucdane raganfing dbposai at the 
payment p noaeda esn only be given to wch authorised dealer by the paying agent 
concerned. 


Coupons paid by Barclays Bank PLC wB. uttus payment to South AlHcan currency fa 
requested, be hi to# swing etpivaloni shown In 8 above In respect d ctwpons lodged 
uptoffl Mjf 10S2 and thereafter at the rata ot exchange on tha day the proceeds we 


London Office: 

40 HoflMm Vtadud 
London EC1P IAJ 


For and onMeNof 

ANGLO AMERICAN CORPORATION OF SOUTH AFRICA UMrtH) 

London Secretaries 
GAWIUnssn 


DeBeers 


2Jaty1992 


IIIIIIIIIIIIIIMIMUIIIUIlIHimilllimillllllllH 


Toray Industries, Inc. 

(formerly Toyo Rayon Kabushiki Kaisha). 


S.G. Warburg Sc Co. Ltd- announce that a dividend of Yen 3 JO per share 
has been paid to shireboMtW on the books of the above Company as at 
3ljt March, 1992 in respect of the six month period coded on that dote. ■ 


Holders of Bearer Depositary Receipts issued by S.G. Warburg 6t Ca Ltd. 
may present Coupon No. 19 foe payment ac— 


S.G.Warburg 8: Co. Ltd. 
Paying Agency, 

2 Finsbury Avenue, 
London EC2M 2PA 


Banque Internationale 
a Luxembourg, 

2 Boulevard Royal, i 
Luxembourg 


Payment will be subject to dedterion of Japanese Withholding Tax 
and in London, United Kingdom Tax (where applicable) at the 
appropriate fares. Demis of rax deduction can be obtained from the 
Paying Agents, 


' ' 3rd July. 1992 

iimmiiiiiiiiiiiiiiiimimiiiiimiiiiiiimiiiii 


intrum justitia 


IN K AS S O FOR EUROPE 
(Registered in Curasao No. 41415) 


NOTIFICATION OF ACQUISITION OF INTEREST 
Hf-INTHUH JUSTITIA N.V. 


The Shareholders of. Intrum Justitia N.V. fthe Company") are 
hereby gWenribb'cSi in accordance with Netherlands Antilles law 
of an acquisition of shares in the Company 


MAI pic of 6 Montague Close, London Bridge.’London SEi 9 RD 
England, a holding company of an International financial, media 
and Information services group, has acquired an interest in 
9,566,738 ordinary shares of lOp each of intrum Justitia NV. 
being 8.43% of the issued and outstanding voting capital *of 
the Company. 


MAI pic* intarBst In tao Company firet exceeded 5% on 24 June 
1992 and is made up as follows-, 475,000 shares hew tra n.c 
L ombard Street Nominees United, Regents House, R0 Box 348 
42 Islington HlglvStree^ London N1 8XL; 75.000 shares held by 
Barclays Nominees (Angef. Cooil) Limited, Goodenough House 
33 Old Broad Street, London 6C2P. 2JE; 50,000 shares held by 
Natwest Clara Nominees Limited; Juno Court, 24 Present Street, 
London El 8BB;50,OM strares held by West Nominees Limited, 
Juno Court 24 Preset^ Street,-London Et 88B; and 8,916,738 
shares held by CrosawH Nominees' Limited, 8 Montague Close, 
London Bridge, LondonSEiilRD. 


Intrant JusflBa N.1C 
1st July 1992 




a. 
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MARKETS 


Japanese Treasuries go through the roof as Fed cuts interest rates 


to European 
job losses 

By EmHcoTerazono in Tokyo 

JAPAN’S leading securities 
houses, hurt by the domestic 
stock market slump and the 
sharp decline in underwriting 
business, have been discreetly 
reducing personnel at their 
European operations. ; 

In the latest of the moves, 
Oalwa Securities is consider¬ 
ing local staff cuts at its Swiss- 
subsidiary and a reorganisa¬ 
tion of its warrant trading 
desk in London. His fallows 
personnel reductions-at Euro¬ 
pean operations of other three 
leading brokers, Nomura Secu¬ 
rities. Nikko Securities and 
Yamaicbi Securities. ■-. 

The sharp fall in . overseas 
underwriting by Japanese; 
companies, together with the 
Call of the Tokyo market, has 
prompted Japanese houses to 
refocus on their domestic 
operations. 

Over the past few month ^ 
Nomura has cut some 20 of its 
local staff at its Swiss 
operations, Yamaichi- and 
Nikko have reduced Japanese 
staff at their London subsid¬ 
iaries. 

Cost-cutting at the Japanese 
brokers' European operations 
has .been prompted , by the 
plunge in overseas equity- 
linked financing by Japanese 
companies. Due to the sharp 
falls in the Tokyo stock mar¬ 
ket, overseas equity-linked 
bonds issued the year ended 
last March fell 56 per cent 
from two years ago, to 
Y4.215.7bn ($33.7btt) 

Nikko said its overseas Japa¬ 
nese personnel had 'been 
reduced since its domestic 
operations needed to be 
strengthened. Nomura said a 
further 10 per cent in costs 
would be cut at its Swiss sub¬ 
sidiaries,. including rationalis¬ 
ation of back office operations 
at its Geneva, Basle and. Zur¬ 
ich operations. 

• Japan Securities Dealers 
Association has ordered Daiwa 
Securities and Cosmo Securi¬ 
ties to pay penalties for illegal 
tobashi deals (the shuffling id 
stocks from account to account 
to avoid the booking of losses), 
Eeuter reports. Dalwa is to pay 
YlOm and Cosmo' Y5m by July 
10. 


By Patrick Harvereon; ' *r ! . 
in New York and Sara Webb ; _ 

in London"../-* ..•..•.■/"ViT. ;'"l. 

. US TREASDRY piic^>^ri»d ; 
yesterday mori^dg.thfgnwthe ‘ 
Federal Reserve art 'Merest 
rates, ih: respbjisfan 
extremely 

employmard. figiiesy- 

GOVERNMENT. 

BONDS. 

_ • • > ,» ,i •; 

By midday, the he mjhmar k 
30-year government bond was 
up lg at HMjfc- jieldmg L681 
per ‘ cent. The two-year note 
was also sharply .hiper, «p 
at iOOSto’yield 'i535'percent 
Prices rose'sharply soon 
after&30am, when the-Z^abor 
Department announced: that 
the civilian' unemployment 
rate rose from 75;-pef cent in 
May to 7.8 per'cent M June, the 
highest’• level"since .1984, and 
that noo-farm payroM fell by ’ 
117.000. ..' 

Forecasts had centred on a 
rise in - payrolls ’ and little 
change in the jobie^-rate. and 
analysts described the' figures . 
as terrible. If was-no Surprise, 
therefore, when ;Soon after the 
data was' released, the r Fed 
announced'it was cutting the 


- discount rate from 3.5 per cent 
.to 3 per cent 

Then, at iL30am. the .central 
bank lowered its target rate for 
Fed-funds from 3% per cent to 
314 per cent by engineering a 
big round of system repurchase 
agreements in the credit mar¬ 
kets.' - 

' Although the markets had 
been expecting a Fed ease all 
week, the unemployment fig¬ 
ures really shocked investors, 
and contributed more to the 
price rises than the interest 
rate reduction. • 

■DK government" bond prices 
surged by more than half a 
point yesterday-due to the 
combination of.'a stronger 
pound and the US Treasury 
bond rally.' - ■ 

‘ The 11 V, per emit gilt due 
2003/07 climbedfrom lieg to 
117ft, while the most recent 
auction stock, the 9 per cent 
. gOt due 2012, rise from 36& to 
3® as dealers reported further 
buying interest at the long end 
of the yield curve. 

“Talk of further company. 
growth downgrades is helping, 
to enhance the attractiveness 
of the gilt market over equities 
right now," said one-dealer. 
Traders suggested the Bank of 
England, may further 


issuance in the form of tap 
stocks today if the gilt market 

remains firm.' 

■ EUROPEAN government 
bond markets jumped on news 
of the 0.5 percentage point cut 
in the US discount rate and the 
US Treasury bond rally. 

German government bonds, 
which had started the day on a 
dull note, showed a strong 
rally in. the afternoon. The 
Liffe bund futures contract, 
which opened at 87.86, reached 
a high of 88.16 after the US 
interest rate cut, but ended the 
day at around 88.14. 

The market had expected to 
hear further news on the ques¬ 
tion of a withholding tax on 
interest income yesterday, but 
a group of parliamentarians 
failed to reach a compromise 
on the proposed 25 per cent 
tax. The meetings are due to 
continue next week. The gov¬ 
ernment’s proposed tax pack¬ 
age would require banks to 
withhold 25 per cent of the 
interest payments on bonds 
and other investments. 

French government bonds 
also picked up on the US news, 
but traders said the market’s 
gains were held back by yester¬ 
day’s auction. A total of 
FFr5.75bn of 10-year bonds was 


sold at an average yield of 8.77 
per cent, a total of FFrA2lbn of 
the bonds due 2023. On the 
Matif futures exchange In 
Paris, the September bond 
futures contract closed at 
107.66, up from 107.34 on 
Wednesday. 

■ THE Italian government 
bond market suffered another 
turbulent day as devaluation 
worries persisted, but the rise 
in the US market helped to lift 
Italian bond prices in the after¬ 
noon. 

The futures contract, which 
opened at around 95.00, fell to a 
low of 94.16, but recovered 
some of the losses and traded 
at 94.73 by late afternoon. 

■ JAPANESE government 
bonds rallied in London trad¬ 
ing as the US Federal Reserve’s 
decision to cut the official dis¬ 
count rate by a half point yes¬ 
terday raised hopes that the 
Bank of Japan may soon follow 
suit. 

The government bond mar¬ 
ket rose in Tokyo trading on 
hopes of an easing in the US, 
although heavy profit-taking 
by investors later in the ses¬ 
sion wiped out the gains. The 
yield on the benchmark No 129 
Issue opened at 5.22 per cent 


and moved to 5.21 per cent 
before closing at 5.25 per cent 
in TOkyo. 

However, once news emerged 
in London that the US discount 
rate had been cut from 3.5 per 
cent to 3.0 per cent, Japanese 
government bonds rallied 
again and the yield on the No 
129 moved to 5.18 per cent 

Dealers said market expecta¬ 
tions of a cut in Japanese inter¬ 
est rates ahead of the G-7 meet¬ 
ing next week are strong, 
despite warnings from Finance 
Ministry officials that a cut in 
US rates may not have an 
immediate influence on Japa¬ 
nese monetary policy. 

Separately, the Finance Min¬ 
istry accepted bids of Y373bn 
in its sale of 20-year bonds with 
a coupon of 5.9 per cent yester¬ 
day. 

• Deutsche Terminborse, the 
German options and futures 
exchange, will change the spec¬ 
ifications on its bund futures 
contract, allowing bonds issued 
by the Treuhand privatisation 
agency to be deliverable into 
the futures contract 

Treuhand, the government- 
owned institution charged with 
reorganising and privatising 
the former East German state- 
owned assets, has not yet 
issued any long-term debt but 
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is expected to start borrowing 
long-term in the international 
capital markets. The leading 
US credit rating agencies 
recently said the agency’s 
long-term debt would carry the 
top triple-A credit rating. 

Liffe, the LoDdon-based 
futures exchange which also 
trades a bund contract, has not 
yet altered its contract specifi¬ 
cation to allow delivery of 
Treuhand bonds. However, 


Turbulent conditions keep new issue business on hold 


By Sbnon London 


TURBULENT V conditions 
following yesterday's cut ih US 
Interest rates kept most poten¬ 
tial issuers away from the 
international bond market yes¬ 
terday. However, syndicate 
officials predicted a flurry of 
Eurodollar bond issues next 
week as borrowers moved to. 
lock into lower dollar interest 
rates. . ;. ■ 

INTERNATIONAL 

BONDS 

The next major issuer is 
likely to be the World Bank, 
which is preparing to launch 

its seventh global bond issue. 
The bank’s financial year' 
ended this week, Enabling the 
supra-national lending- agency 
to start a fresh borrowing pro¬ 
gramme. It has raised $9.5bn 
from global bond issues — 
which'can.be traded In both, 
domestic and international 


markets - since the first deal 
was launched in September 
1989. • 

An issue of at least . $LGbn is 
expected, although the matu¬ 
rity and pricing of the deal 
have yet to' be decided. Most 
firms were expecting a five- 
year issue, priced to yield 5 to 7 
barns points over US treasury 
bonds. 

However, if the US bond 
market continues to rally the 
World Bank may dpt for a 10- 
. year Issue. 

One negative factor is the 
persistent weakness of the US 
currency oh the foreign 
exchange markets. Yesterday, 
the dollar stabilised at around 
DM1.52, from DM1.68 in March, 
but remains vulnerable to fur¬ 
ther decline. Some currency 
analysts are predicting the’ dol¬ 
lar- will fall towards DML45 
and its lowest ever levels. 

Elsewhere, Volkswagen 
launched a DM400m five-year 
issue wholly underwritten by 
Commerzbank. The issue con¬ 


tinues the recent heavy supply 
in the Euro D-Mark sector. In 
the first six mouths of the 
year, borrowers raised $14Sbn 
equivalent by issuing D-Mark 
Eurobonds, up from $9bn in 
the first half of 199L 

Yesterday's issue was consid¬ 
ered fair value by other banks 
but likely to appeal mainly to 
domestic investors. From an 
issue price of 100.05. the bonds 
traded down to 99.50 bid, com¬ 
fortably inside fees. At this 
level the bonds yield 42 basis 
points more than German gov¬ 
ernment paper of the same 
maturity. 

Overseas demand for D-Mark 
bonds remains buoyant, but it 
is nnrip-ar whether Eurobonds 
will be affected by the intro¬ 
duction of withholding tax in 
Germany. Yesterday, a cross- 
party committee met to draw 
up new proposals for the re-in¬ 
troduction of the tax. 

• Electricite de France, the 
state-owned utility, had yester¬ 
day-received 7t8'per cent 


take-up of its offer to buy back 
three sterling bond issues, 
according to UBS Phillips & 
Drew, purchase agent for the 
transaction. 

On Wednesday, the company 
offered to buy back three bond 
issues: £75m 12V4 per cent 
bonds maturing 2008; £75m 
11*4 per cent bonds maturing 
2009/2012; and £100m 10 & per 
cent bonds maturing 2009. 

Each of the issues is trading 
significantly above par 


redemption value. The 2008 
paper was trading earlier this 
week at 125 per cent of face 
value. 

Investors are offered higher 
prices under the buy-back 
offer, since EDF is buying back 
bonds at a yield spread of 15 
basis points over UK govern¬ 
ment paper. In the secondary 
market the bonds were trading 
at a yield spread of 30 to 40 
basis points. 

• Banca Commerciale Italians 


yesterday launched a $200ra 15- 
year subordinated issue in the 
US bond market. The deal, 
lead-managed by Lehman 
Brothers, was priced to yield 
116 basis points more than US 
Treasury bonds of the same 
maturity. 

The funds count as Tier 0. or 
non-core, capital for the bank 
under international bank capi¬ 
tal adequacy guidelines. BCI is 
the first Italian institution to 
tap the Yankee bond market 


Bofromr 

CANADIAN DOLLARS 
Ban qua NaLde Parla(b>t 

D-MARKS 

Volkswagen Com. SA(c}t 


NEW INTERNATIONAL BOND ISSUES 

Amount m. Coupon % Price Maturity Fees Book runner 
SO 8.75 101.24 2002 271.375 Hambros Bk. 


Commerzbank 


FRENCH FRANCS 

Credit Natonaljdyt _300_ &8 99.80 2000 35bp J P Morgan _ 

SWISS FRANCS 

Nippon Meat Packers (!)♦**■ 200 1875 100 1996 - Credit Suisse 

DSL(a|t _75_ 7.25 101-50 2002 _ Gotttiard Bk _ 

**PrIvara placement §Convertible. 4WHh equity warrants. ^Floating rate note. tFInal terms, a) Non-callable. b) Fungible 
with outstanding CSl2Sm Issua launched 17.6.92. Non-callable. c) Fees undisclosed. Non-callabie. d) From 1993 lo 1999 
Investors have the option of taking payments In cash or new bonds. Non-cailable. e) Full name ol borrower: Deutsche 
Sledlungs und Landesrentenbank. Non-callable. f) Callable on 23.7.94 at 101.009b and on 23 7.95 at 100.50%. 


Liffe said yesterday that it is 
currently reviewing its March 
1993 bund futures contract 
specification. 

• Daewoo Group of South 
Korea plans to set up a joint 
venture securities house in 
Hungary by the end of this 
year, Reuter reports from 
Seoul. The venture will be cap¬ 
italised at 32m and will be 
South Korea's first securities 
house in eastern Europe. 

Hungary ends 
bank’s exchange 
monopoly 

By Nicholas Denton 
In Budapest 

HUNGARY has established a 
foreign exchange, ending the 
central bank’s official mono¬ 
poly and underpinning pro¬ 
gress towards cnrrency con¬ 
vertibility. 

C-ommercial banks begin for¬ 
eign exchange trading among 
themselves this mouth, freed 
of the obligation to sell hard 
currency to the state and to 
stick precisely to the official 
exchange rate. With liberalisa¬ 
tion. the banks have also 
gained the right to make for¬ 
ward and swap deals. 

However, the new interbank 
foreign exchange market 
exists within tight contraints. 

Exchange rate movements 
are restricted to within a nar¬ 
row band of 0.25 per cent 
either side of a fixed central 
rate. This may later broaden 
to 2.25 per cent. 
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COMPANY NEWS: UK 


National Grid charges may be cut 


By Juliet Sychrava - 

OFFER, the electricity 
Industry watchdog, is likely to 
force the National Grid Com¬ 
pany to cut its charges to elec¬ 
tricity consumers. 

The company may protest to 
the Monopolies and Mergers 
Commission if the move goes 
ahead. - 

Reports that Oiler planned to 
penalise the company, which 
owns and operates the electric¬ 
ity network of England and 
Wales, by tightening the regu¬ 
latory formula that governs 


how it can increase its charges, 
were circulating in the City 
yesterday. 

This prompted falls In the 
share prices of the 12 regional 
electricity companies, which 
between them own the grid 
company. 

One analyst said that 
National Grid's profits could be 
trimmed by at least ElOm a 
year if Offer did cut the 
charges. 

Exactly how much profits 
fall will depend on how much 
Offer tightens the formula, 
which at the moment allows 


the company to increase its 
charges - which are paid by 
all customers taking power 
from the system - in line with 
inflation. 

Every 0.5 per cent below 
inflation meant another £l0m 
off the company's bottom line, 
the analyst estimated. 

Offer, which has been 
reviewing the Grid's charges 
since late last year, is due to 
announce its decision shortly. 
“I believe the price cap will be 
negative {or below the RPI 
index I." one analyst said. 

The pressure for the regula¬ 


tor to cut the National Grid's 
charges is considerable, 
because many large electricity 
users, and regional electricity 
companies, believe the Grid's 
charges are pushing up the 
price of electricity unnecessar¬ 
ily. 

Earlier this week, some 
members of the Major Energy 
Users Council, which repre¬ 
sents large industrial electric¬ 
ity consumers, suggested that 
one way to help provide British 
industry with competitive elec¬ 
tricity prices was to cut the 
Grid charges. 


Northern Electric surges to £98.2m 


By Juliet Sychrava 

NORTHERN ELECTRIC, the 
Newcastle-based regional elec¬ 
tricity company, announced a 
pre-tax profit of £98.2m for the 
year to end-March 1992, a 42 
per cent increase on last year's 
pro forma £69.3m- 

The result was struck on 
turnover up from £774m to 
£813.7m. Underlying profits, 
after adjusting for exceptional 
price rises in April 1991 and 
undercharging last year, rose 
by £l9m, or 26 per cent 

Earnings per share improved 
44 per' cent, from 41.4p to 59.6p, 
and a final dividend of 13p is 
recommended making a total 
for the year of I8.55p. 

The bulk of the profits 
increase came from the main 
distribution business, which 
turned in a 28 per cent advance 
from £71-2m to £90.8m, while 
income from the supply busi¬ 
ness - which buys and sells 
bulk electricity - Fell 36 per 
cent from £6.4m to £4.1m. 

The company turned a £i.8m 
loss from the retail, contract¬ 
ing, and other unregulated 
businesses, into a £3-3m profit 
overall, but cut its contracting 
business, which is still loss- 
making, by half . 

Some £l2m of the underlying 
profit increase was attributable 
to normal tariff increases, said 
Mr David Morris, chairman. 
Another £5m was due to 
increased sales volumes, which 
unproved by 1.7 per cent, as 



i 


David Morris: further savings to come through from this year’s staff cuts 


sales to ail classes of custom¬ 
ers increased. 

Net interest charges fell by 
£5.2m. and income from the 
company's 6-5 per cent stake in 
the National Grid Company 
grew by £1.2m to £10.2m. 

Costs were cut across the 
business by some £6m as 240 
jobs - 4.7 per cent of the work¬ 
force - were lost. 

The outlook for the company 
was good, Mr Morris said. He 
expected to cut the contracting 
business by half again in the 
current year, down to 100 or 
fewer staff Costs will be cut by 
some 3 per cent again, and 


there should be further savings 
from this year’s staff cuts. 

Analysts expect pre-tax prof¬ 
its of about £H0m. putting the 
company on a prospective p/e 
of 6.2. The dividend is forecast 
to be between 20.5p and 20.8p. 

• COMMENT 

Northern Electric must wonder 
what it has to do to get a re¬ 
rating from the City. Analysts 
still don't rate the company's 
management - despite the fact 
that Northern is doing every¬ 
thing the City usually asks 
from a utility. It has no dubi¬ 
ous diversification, an excel¬ 


lent consumer service record 
and sales volume growth in its 
main business, and a small 
under-recovery in the well- 
managed supply business, 
which the City generally 
regards as an ideal position. It 
is getting rid of loss-making 
contracting, and making 
money in retail. It also gave a 
positive, but not worryingly 
positive, dividend statement. 
Perhaps the only cause for con¬ 
cern is the relatively high rate 
of return and the relatively 
high tariff increase this year - 
which could alert the regula¬ 
tor. 


Interest downturn leaves Gold Greenlees at £4.1m 


By Gary Mead,- 
Marketing Correspondent 

GOLD GREENLEES Trott. the 
advertising and marketing ser¬ 
vices group, reported pre-.tax 
profits down by 19 per cent, 
from £5.Q2m to £4.09m. on turn¬ 
over off 12 per dent at £234.1m 
for the year to April 30. 

The outcome Included net 


exceptional of £482,000 result¬ 
ing from the sale of subsid¬ 
iaries, • including Pavilion and 
70 per cent of Media Solutions. 
Investment income, however, 
was badly hit, falling from 
£l.73m to £826,000. largely due 
to a final pay-out on an earlier 
acquisition and lower interest 
rates, particularly in the US. 
Operational costs were reduced 


to £36.5ra (£3&2m). 

Earnings per share were 
17.28P (19.16p). A filial dividend 
-of-5p maintains the total at 
8Jp. 

Mr Michael Greenlees, chair¬ 
man, said yesterday. In many 
ways we believe that we have 
never been in better shape 
with only the poor economic 
conditions spoiling an other¬ 


wise encouraging picture." 

~ The company has three 
offices in the US - in Texas, 
Minnesota and Georgia - and 
“all three offices are perform¬ 
ing outstandingly", said Mr 
Greenlees. He said that US pre¬ 
tax profits were up 64 per cent 
to £3.6m (£2.2m). “We have 
really moved against the trend 
in North America," be added. 


GREECE FUND LIMITED 


NOTICE OF MEETING OF THE HOLDERS OF DEPOSITARY WARRANTS 
Notice to the holders of the bum depositary warrants (the "Depositary Warrants”] issued pursuant to an Option Agreement (the “Option 
Agreement'll dated 16 September, 1988 entitling the holders each to subscribe for 20 shares (“Shares”) of UJS.50.01 each in die capital of 
Greece Fond Limited (the “Company”). 

NOTICE IS HEP.EBY GIVEN that a Meeting of the hcldcn of Depositary Warrants is convened by the Company and will be held at the o Sices of Schroder 
Investment Management Limited at 33 Gutter Lane. London EC2V 8AS on Monday. 27 July. 1992 at 3,00 p.ro. (or so soon thereafter as die Separate General 
Meeting of the holders of issued Shares convened for the same day and place shall have been concluded or adjourned) to consider and, if thought fit, to pass the 
following resolution, which will be proposed as an Extraonhiury P-csolunon:- 

EXTRAORDINARY RESOLUTION 

THAT this Meeting of the holders of the bearer depositary warrants (the “Depositary Warrants") issued pursuant w an Option Agreement (the “Option 
Agreement") dated 16 September, 1988 between Greece Fund Limited (the “Company") and Morgan Guaranty Trust Company of New York. Brussels Office 
(the “Depositary”) entitling the holders each to subscribe for 20 shares (“Shares”) of U2L50.01 each in the capital of the Company hereby.— 

1- aiseno to the proposals by the Company for the alteration of the terms and conditions of the Depositary Warrants and the amendment of the Option 
Agreement on terms referred to in a circular from the Company dated 2 July'. 1992 and addressed ro the holders of Shares, the holders of international 
depositary receipts evidencing Shares and the holders of Depositary Wanancs and as more particularly provided in an agreement supplemental to the Option 
Agreement (the “Supplemental Option Agreement") ro be entered into by die Depositary and the Company, such Supplemental Option Agreement being 
in the form or substantially m the form of the draft produced ro the Meeting and initialled by the Chairman for the purpose of identification; 

2. sanctions every alteration, abrogation, variation or compromise of or arrangement in respect of the rights of the holders of Depositary Warrants against the 
Company and/or the Depositary involved in or resulting from the passing of this Resolution, the alteration referred to in paragraph 1 of this Resolution 
and/oc the execution of the Supplemental Option Agreement referred to in such paragraph: 

3. sanctions the giving by the Depositary to the Company of consent (a) to make any reduction of share capital, share premium account or capital redemption 
reservx fund involving the repayment of money ro the holders of Shares lb) to issue any shares of any description in die capital of the Company or to create 
any rights to subscribe for or to convert or exchange any securities into, shares of any description in the capital of the Company (cj in any way modify the 
rights attaching ro the Shares or the Depositary Warrants; and 

4. authorises the Depositary to concur in and execute the Supplemental Option Agreement in the form or substantially in the form of the draft produced to 
the Meeting and initialled by- the Chairman for the purpose of idexitifkanon and all such ocher documents and ro do all such other acts and things, in each 
case, as may be necessary to carry out and give effect to this Extraordinary Resolution. 

FURTHER INFORMATION 

Detafis of the background ra and the reasons for. the proposed Extraordinary Resolution are contained to a ctreular ("CimrJar") from the Company daced 2 Joljc 
1992 and addressed to the holders ol Share;, the holders of internaaonaJ depositary receipts evidencing Shares and die holders of Depositary Warrants. Copies of 
the Circular, together with the green form referred to below, may be obtained by holders of Depo si t ary Warrants f rom the offices of Schroder 
Investment Management Limited at 33 Gutter Lane, London EC2V 8AS or from Morgan Guaranty Trust Company of New York. Brussels 
Office (the Depositary") at the address specified below. 

The utention of the holders of Depositary Warrants is particularly drawn to the quorum required at the Meeting and at an adjourned Meeting 
which is set out in paragraph 2 of “Voting and Quorum" below. In light of these requirements. Depositary Wsrnntholden not wishing to 
attend and vote at the Meeting are particularly requested to obtain, sign and return the green form as described in paragraph 1 below. 

VOTING AND QUORUM 

1. A Dep ositar y Warrantholder wishing to attend and vote at the Meeting in person must produce sc the Meeting one or more valid voting certificates issued 

Guaranty Trust Company of New York. Brussels Office as operator of the Euroclcar System (the “Euroclear Operator") or by Cede! SA. 
rCeoelT in respect at the Depositary Warrants he wishes to vote. 

A green form auth orisin g the Depositary to obtain voting certificates from the Euroclcar Operator or Cede! and to cast votes in respect ol" Depositary 
Warrants a available from die offices of Schroder Investment Management Limited at 33 Gutter Lane. London EC2V 8AS or from the Depositary at the 
address specified below. Any Depositary Warrancholder nor wishing to attend bur wishing to ware at the Meeting may complete the green fo rm in 
auordancc with the instructions primed on it and return it to the Depositary ac the address specified below, together with any Depositary Warrants to 
which the authonsanon relates not already deposited with the Euroclcar Operator or CedeL by Wednesday, 22 July, 1992. Alternatively, a Depositary 
warran (holder not wishing to attend and wore at the Meeting in person may deliver his voting certificates to any other person w hom he wishes to 
and vote on he behalf. 

The holder ol a voting certificate will for all purposes in connection with the Meeting be deemed to be the holder of the Depositary Warrantfi) to which 
such rating certificate relates. 

Depositary Warrants mjy be deposited with the Euroclcar Operator or Cede! and voting certificates may be obtained from the offices of the Eurodear 
Operator or Gedd until 4* hours before the time fixed for the Meeting but not (hereafter. Depositary Warrants so deposited will be released at the 
conclusion ot the Meeting or any adjournment thereof or upon the surrender of the relevant voting certificate^) to the Euroclcar Operator or CedeL a* the 
case may be. 

2. The quorum req uired at the Meeting is two or more persons prese n t in person bolding voting certificates and repr es e n ting in the aggregate 
a majority sa principal amount of the Depositary Warrants for the time being outstanding. If wi thin half an hour from the time appointed for the 
Meeting a quorum is not present, the Meeang will be adjourned for such period, not being less than fourteen days nor more than forty-two days, as may be 
deaden by the Chairman. At least ten days' notice of such adjourned Meeting will be given by pubbadoa in the Rruivial Tima in London. The quorum 
required ar an adjourned Meeting will be two or mote persons present in person holding voting cert ifi cates (whatever the principal amount of the 
Depositary warrants so held or represented). 

3. Every question submined to the Meeting or the adjourned Meeting will be decided in the first instance by a show of hands unless a poll is demanded by the 

Chairman or bv one or more pen-ms holding one or more voting certificates representing in the aggregate nor less tiw one-fiftieth of die Depositary 
Warrants then outstanding. On a show of hands every person who is present in person and produces a voting certificate shall have one vote. On a poD every 
person who is so present shall have one vote in respect of each Depositary Warrant in respect of which Char pert Cm n a representative. On a show of hands a 
declaration by the Chairman that a revolution has been carried or carried by a particular majority or lost or not carried by any particular majority will be 
conclusive evidence of the tact without proof of the number or proportion of die votes recorded in favour of or against such resolution. 

4. To be passed, the Extraordinary Resolution requires a majority in favour consisting of not less than three-fourths of the votes east thereon. If passed, die 
Extraordinary Resolution will be binding upon all the Depositary Warraiaholdos, whether present or not present at the Meeting, and each of the 
Depositary Wirranthddm will be bound to give effect thereto accordingly. 

AVAILABILITY OF DOCUMENTS 

Copies of the Option Agreement maybe inspected, and copies of the Circular, together with the green form, the Annual Report and Accounts of the Company 
for the year ended 30 June. 1991 and the Interim Report for the period ended 31 December, 1991 may be obtained, by holders of Depositary Warrants from the 
offices of Schroder Investment Management limited ar 33 Gucttr Lane. London EC2V 6AS or from die Depositary ar the address specified below. 

DEPOSITARY 

Morgan Guaranty Trust Company of New York 
Avenue des Arts 35 
B-1040 Brussels 
Belgium 

2 July. 1992 Greece Fund Limited 


Markheath 
hit by 
property 
write-downs 


By Peter Pearae 

PRE-TAX losses at Markheath, 
the property group 61 per 
rent-owned by the Australian 
Adelaide Steamship Group, 
increased sharply from £4.G8m 
to £82.7m in the year to March 
31. 

The increase stemmed from 
a jump in exceptional provi¬ 
sions from £l.6m to £ 21 . 6111 . 

The final dividend is omit¬ 
ted, leaving shareholders with 
O.fip for the year. Last year's 
final of 2 p made a 4p total. Mr 
Michael Rendle, who a year 
ago replaced Mr John Spalvins 
as Markh eath diaimum, said 
that the now refinanced 
Ads team was “folly support¬ 
ive” of the dividend move and 
that it was an advantage to 
have a stable shareholder. 

Turning to Markheath, Mr 
Rendle said: “This has been a 
difficult year.” However, the 
company had rearranged its 
revolving credit facilities “on 
satisfactory terms”, and tank 
covenants had not been 
breached. During the year net 
borrowings fell from £S5.4m to 
£72Jbn, though net assets also 
foil to £5Sm (£7&9m) - equiv¬ 
alent to 45. Ip (64.6p) per 
share. 

Mr Rendle said that Mar- 
kheath’s balance sheet and 
cashflow were “now under 
control” and the aim was fur¬ 
ther to reduce borrowings 
through asset disposals and 
more cats in operating over¬ 
heads. Over the past two years 
staff numbers have been cut 
from 145 to 33, mostly from 
the construction side. 

Of the exceptional charges, 
£15.5m related to property 
write-downs and £4.98m to a 
provision for the 295p (390p) 
carrying value of the 13 per 
cent stake in Frogmore 
Estates, which had a 
market price yesterday of 
264p. 

Turnover tumbled to £4£5m 
(£34.1m), because the company 
was now “not forced into mak¬ 
ing distress sales". Rental 
income was flat at £2.88m 
<£2.9m) and while the net 
interest cost was £7.9m 
(£13.6m), £5.5m was capital¬ 
ised - “a sensible amount in 
today’s market” - leaving 
£2.4m (£7m) charged to the 
profit and. loss, account 

Losses per share increased 
to 18S6p (3.2Ip). " ' I 


US court dismisses 
claim against T&N 

By Peter Pearae 

A US jury has dismissed a 
675m (£39-2m) lawsuit brought 
by Prudential Insurance Com¬ 
pany of America against T&N. 

In a unanimous verdict the 
jury found that the engineer¬ 
ing group which In the 1950s 
and 1960s used to supply fire¬ 
proofing materials containing 
asbestos, had no liability to 
compensate Prudential for 
costs which the US company 
alleged It had incurred and 
would incur in removing the 
material from the Prudential 
Center, built between 1959 and 
1962 in Boston, Massachusetts. 

Mr Colin Hope, T&N chair¬ 
man and chief executive, said 
he was “pleased, but not sur¬ 
prised” by the outcome. He 
said that about 130 claims had 
been made against the com¬ 
pany. Of these, about 100 had 
been dismissed or settled, usu¬ 
ally without indemnity. Of the 
30 outstanding, two were sub¬ 
stantially larger than the oth¬ 
ers - the Prudential Center 
and the New York headquar¬ 
ters of Chase Manhattan Bank. 

The two cases were “similar, 
but not identical”, because of 
different laws In different 
states. So, although there was 
no “direct" precedent, the “dis¬ 
missal without liability was 
significant”. 

T&N argued that the mate¬ 
rial used was in Prudential’s 
specifications, and the US com¬ 
pany would have been as 
aware of the material's poten¬ 
tial dangers as T&N. 

Robert Horton 

We are asked to clarify Mr 
Robert Horton's role in the 
acquisition by BP of the 
minority shareholding in Stan¬ 
dard OU of Ohio (Sohlo) (FT 
June 30). 

On his appointment as chair¬ 
man of Sohlo In 1986. Mr Hot- ■ 
ton relinquished his BP direct 
torship. Negotiations on BP’S 
initial offer of $7.4bn took 
place at arms length. The 
minority shareholders, some 
of whom referred the bid to : 
the court, were separately , 
advised by a special commit- I 
tee, of which Mr Horton was 
not a member, chaired by Mr 
Douglas Danforth, chairman of 
Westmghonse. 

Negotiations improved the 
original BP offer by t420m and 
tile terms of the final agree-' 
ment were approved by.the. 
court 


Asda ‘delighted’ to realise £73m 
from sale of MFI shareholding 


By John Thornhill - 

ASDA, the UK's fourth biggest 
grocery chain, yesterday'said, it 
was “delighted” to have real¬ 
ised £73m cash from selling ita 
25 per cent shareholding in 
MFI, having last year written 
down the value of the invest¬ 
ment to just £ 2 m. . 

It also revealed that Mr Peter' 
Mona ghan , operations director 
of the B&Q DIY chain, would 
join the company as retail 
director, succeeding Mr Rich¬ 
ard Barker, who resigned ear¬ 
lier this week. 

The appointment provoked, 
some controversy after isosce¬ 
les, struggling owner of the 
rival Gateway grocery chain, 
said, it had already signed an 
employment contract with Mr 
Monaghan offering him the 
post of managing director of 
the Gateway stores business 
unit 

Given his action in accepting 
Asda’s. later offer, however, 
Gateway said It no longer con- 

Two Wiggins 
companies 
put into 
receivership 

By Andrew Bolger 

Wiggins Group, the property 
developer and housebuilder 
which ran into difficulties 
as a result of Its develop¬ 
ments in London’s Docklands, 
yesterday put two companies 
into administrative receiver¬ 
ship. 

They are Allison Homes and 
its subsidiary Allison (Contrac¬ 
tors). part of the group's house¬ 
building operations, which had 
a combined net asset value of 
£500,000. They incurred a loss 
of £172,000 in the year to March 
31. .There were 12 redundan¬ 
cies. 

Mr Stephen Hayklan, Wig¬ 
gins chairman, said his board 
was not prepared to put any 
more money into the compa¬ 
nies, given the absence of any 
upturn in the housing market 
Wiggins has no guarantees out¬ 
standing in respect of either of 
these companies and continues 
housebuilding through Wig¬ 
gins Homes in the south-west 
of England. 

Mr Hayklan said the decision 
would not affect the rest of the 
group's business, which now 
mainly comprises two indus¬ 
trial parks in Rent and Oxford¬ 
shire. 

Wiggins continued to trade 
within the constraints set by 
its banks following a financial 
restructuring in 1990. Wiggins 
shares closed lp down at 8p. 

In May, South Quay, the 
developer of a 300,000 sq ft 
office block on the Isle of Dogs, 
was put into administrative 
receivership. 

South Quay was established 
in 1990 as a separate company 
as part of the Wiggins restruct¬ 
uring. 


sidered Mr Monaghan to be an 
“appropriate" person to join its 
fipninr manag ement team and 
would not try to hold him to 
his contract. 

Mr Archie. Norman. Asdas 
chief executive, said he 
approached Mr Monaghan with 
a job offer immediately after he 
learnt of his resignation from 
B&Q. The two men knew each 
other well during their time at 
Kingfisher. 

Asda’s cash inflow from the 
MFI sale will be used to redace 
its borrowings which analysts 
estimate still stand at about 
£ 700 m in spite of an emergency 
£357m rights issue last year. 

The company will announce 
its full-year results on Monday, 
when it is expected to take a 
substantial writedown on its 
property portfolio but will out¬ 
line a strategy for reinvigorat¬ 
ing its business. 

Although Asda received less 
money from the "MFI lottery 
ticket" than had been mooted 
in recent weeks, Mr Norman 



Peter Monaghan: joining 
Asda as retail director 

said it was still more than had 
been considered realistic ear¬ 
lier this year. "When 1 arrived 
at Asda we were looking at get¬ 
ting only £25ra from MFI," he 
said. 


Sharply reduced £1.69m 
loss for Crest Nicholson 


By Roland Rudd 

CREST NICHOLSON, the 
Surrey-based housebuilder and 
property developer, reduced its 
loss before tax from £33.9m to 
£1.69m for the half year to 
April 30. . 

Last time the group made 
£ 21 m of provisions against fall¬ 
ing land and property prices.. 

The interim dividend is 
passed. Mr . John Calico tt, chief 
executive, said it would be 
restored as soon as prospects 
improved. 

Losses per share fell from 
30B8p to 2B7p. Net assets per 
share declined from 116p to 
85p. At the October 31 year end 
the value was 91p. 

However, the company 
reported operating profits of 
£2.04m (£6.66m: losses) on lower 
sales of £120m (£126m). ' 

Mr Callcutt said: “We now 
feel our house is in order and 
we are operating in a stable, if 
rather unexciting.. market, We, 
remain cautious about the_ 
future although we are hopeful, 
of further growth." 

After reviewing the compa-l 
ay’s assets no further write- _ 
downs were, required. 


The lower interest charge of 
£3.73m (£6.24m) was due to the 
sale of £50m worth of commer¬ 
cial property. Borrowings 
declined from £104.Im to 
£54.5m, reducing gearing to 
about 50 per cent 

The group felt confident 
enough to spend £13.5m acquir¬ 
ing land for nearly 700 units at 
23 rites. 

On the residential side the 
company made a pre-tax loss of 
£l.lm compared with £i0.4m 
before provisions. Sales of 570 
houses at ah average price of 
£76,000 compared with 549 
houses at an average price of 
£81,000. 

Commercial property contin¬ 
ued to suffer from economic 
uncertainties and reported a 
pre-tax loss of £2ra compared 
with £3.3m before provisions. 

Construction improved from 
£2.09m to £2J55m. The division 
had orders in excess of £50m 
which, while below the level 
planned for, were well ahead of 
the corresponding period. 

An extraordinary £2.36m 
charge related to the sale of 
the lossmaking En-tout-cas, the 
sports surface and leisure busi¬ 
ness. 


DIVIDENDS ANNOUNCED 


Abtrust Now Dewn llfln 0.5 Sept 4 0.5 0.5 0.5 

Alba - .fin 3.75t Oct 26 3.35 4.75 4.35 

Crest Nicholson -Int nil - nil 0.01 

Dowhunit -i—^— Int 0.63 Oct 1 0.6 - j.s 

Farapair§ -fin 3.55 Oct 1 2.72 5 3.87 

Fleming (Robert) -fin 23 . 20 33 27 5 

Gold Greenlees -fin 5t Oct 30 5 8.3 8.3 

Maridwath —.-:—fin nil - 2 025 4 

Murray Split Cap —fin 2.5 Aug 31- - 8.3 - 

Norfiwnt Elect -fin 13 Oct 5 11.38 18.55 11.38 

Partridge Fine ..—Jnt 1 Sept 3 1 - 2.25 

Sims Food -fin 8.25t Oct 1 7.61 11.25 10.25 

Dividends shown pence per share net except where otherwise stated. 
.tOn mcreasetf capital. §USM stock. 


iiiiiMHiiiiiiiiiiiiiiilfmiiiiiiiiiiiJiiiiiiiiiiiiiiiiiiiiiii 

This noricr is issued in compimnce with riw requirements of The. Inrenuciarut} Stock Exchange of 
the United Kingdom and the Republic of Ireland Limited (the "London Stock Exchange"). It does 
nor coredcutc an offer or imitation to subscribe for or purchase any of die units of 1993 non. 
mcercu-bearing convertible unsecured loan stock referred to below ("Stock"). 

Application has'been made ro the London Stock Exchange for the Stack and the new Monarch 
Resources Limited Ordinary shares to be issued on conversion of the Stock to be admined to the 
Official Lisr of the London Stock Exchange. Dealings in the Stock on the London Stock Exchange 
arc expected to commence, nil paid, on 3rd July, 1992. 


MONARCH RESOURCES LIMITED 

(Incorporated in Bermuda under rhe Bermuda Companies Act 1981) 

.' Rights Issue 
of 

29381,992 units of 1993 non interest-beariiig convertible 
: unsecured loan stock 
of up to 68 pence each 

(automatically convertible into 

new Monarch Resources Limited Ordinary shares) 
payable as to 48 pence per unit of Stock on acceptance 

Listing Particulars-relating to the Stock may be obtained during normal 
business hours from the Company Announcements Office of the London Stock 
Exchange, Stock Exchange Tower; Capel Court Entrance, Bartholomew Lane, 
London EC2N 1HP, for collection only, up to and including 7rhJuly, 1992, or 
during usual business hours on any weekday up'to and including I7rh falv 
1992 from: - ' 


Harford Registrars^ 

Harford House, 

101/103 Great Portland Street, 
London WIN 6BH. 


S.G. Warburg Sc Co. Ltd., 
. 2 Finsbury Avenue,. 
London EC2M 2PA. 


The Listing Particulars are induded in the companies fiche service available 
from Excel Financial limited, fitzroy House, 13-17 Epworth Street, London 
EC2A4DL • ' / • 

; V:'.- .3rdJuly;!l992 
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AVAILABILITY OF DOCUMENTS 


Copies of this document and of the Listing Partictdars are svaBaMe for collection for a period of 14 days from 2 July 1992 from; 


County NatWest Limited 
13S Bishopsgate 
London EC2 


MH Furniture Group Pie 
Southon House 
333 The Hyde 
Edgware Road 
Colindale 
London NWS 


Nattonal Westminster Sank Pic 
Registrar's Department 
New Issues Section 
1 5 Featherstone Street 
London ECl 


Rowe & Pitman ltd. 
1 Ftnsbury Avenue 

London Ea 


Smith NOW Court 
Corporate Finance Limited 
Smith New Court House 
20 Fanringdon Road 
LondonECI 


from the following branches of National Westminster Sank Pic: 



County NatWest Limited 


MFI FURNITURE GROUP PLC 

pnaxpixwtrK fa n U re gli tarrikiEngbncland wate r . Registered no- 212S710) 

Offer 

of 136,974,973 Ordinary Shares of. 10p each 

and Placing 

of 410,177,800 Ordinary Shares of lOp each 
at a price of 115p per Ordinary Share 
sponsored by 

County NatWest 

and underwritten by 


Charterhouse Bank Limited 


KEY INFORMATION 


THE BUSINESS 

MR is the leading furniture retailer and manufacturer in the UK. h operates 
from 174 superstores and owns one of the largest furniture manufacturing 
operations in Europe. • _• 

MR's Hygena and Schreiber product brands are the best- recognised 
furniture brands in the UK in their sectors. 

MR has an estimated 11 A per cent, share by value of the UK household 
furniture market {excluding floor-coverings). It commands the market for 
self-assembly kitchens and bedrooms. MR is also the dear market leader 
by volume In rigid kitchens. - 

The Group manufactires 60 per cent, of the goods it sells. Vertical 
integration is a key Strengt h of MR. enhandng.the competitive position of 
the retail business. 

The Group has strong operational cash flow and its capital expenditure can _ 
be adjusted in response to economic and trading conations. 

The management team Is experienced and ad the Executive Directors have ~ 
worked for the Group for at least 13 years. 

PROSPECTS : 

MFl's future growth will be founded upon: 

e- development of the superstore network through refurbishment andthe 
opening of relocated and new superstores . 

• an enhanced and expanded product range which wiB assist MR's market' 
penetration in all product areas, especially beds and upholstery 

m further vertical integration where there is the prospect of a high volume 
of rales and a rapid return on Investment . 

• continuing efficiency Improve m e nts resulting from the Gmpl policy 
of restraining costs and controlling working rapitat 

The outlook foe the ciiffrent financial year&pends largely on'die Kale and 
pace of economic recovery . .. - 

TRADING RECORD AND CURRENT TRADING 
The following Is a summary of MR's trading record for the four fuU financial 
periods rince the Buy-out in November 1987, which has been derived from 
the Accountants’ Report in tartIll of tho Listing Particulars. 


fear ended April 


1989 

1990 

1991 

1992 

Turnover 

On 

6013 

594.9 

620.7 

644.4 

Trading profit 

. £m 

91.4 

50.9 

48.6 

73.7 

Trading margin 

% 

153 

8.6 

7.8 

11.4 


The dedine in trading profit between 1989and 1991 reflected the impact 
of the recession on the. Group's sales, together with increased rents and 
depredation charges. The significant recovery in trading profit and trading 
margin in the year ended April 1992 reflected improved sales between 
Christmas and the end of February and continued restraint of operating 
costs. 

AHowfng for special factors inherent in any year-on-year comparison, 
underlying sales since the start of the current finandal year are broadly In 
line with last year's levels. . 


FLOTATION STATISTICS 

Flotation price per Ordinary Share 
Market capitalisation at the Flotation price 
Proceeds receivable by the Company after expenses 
Proforma earnings per Ordihary Share 
for the year ended ApriM992* 

-Ro forma price earnings multiple 
at the Rotation price* 

Historic loss per Ordinary Share 
for the year ended April 1992** 

■Notional net cBvidend per Ordinary Share 
for the year ended April 1992* 

Notional gross dividend yield at the Flotation price* 
Notional dividend cover based on pro forma 
earnings per Ordinary Share* . 


115p 
£669 million 
£545 million 

7-5p 

153 times 

<55.Q)p 

3-75p 
435per cent. 

2.0 times 


*The basis andmethod of calculation of the pro forma eammgsper Ordinary 
Share arid the explanation of the notional dividend are set out under *fto 
forma earnings per share* and ‘Dividends* in Part i of the Listing Particulars. 
**The basis and method of calculation of the historic loss per Ordinary Share 
are set out in Part m of the Listing Particulars. For the reasons stated therein, 
this number wil hot be c ompara ble with reported earnings per Ordinary 
Share after tiie Flotation. 


THE FLOTATION 


The Flotation consists of a placing of 410.177.800 Ordinary Shares and a. 
public offer of 136,974,973 Ordinary Shares. Of the Orcfinary Shares being 
marketed, 489,142360 Ordinary Shares are befog issued by the Company 
and 58,010,413 are being sold by existing investors. No shares are being 
sold by the Executive Directors or their famSies. ASQA Is sefling its entire 
interesrin MR.' - t . . . . 

Up to 13,697,497 Onfinary Shares (representing 10 per cent, of tiie Ordinary 
_ * ■ **“'*“ ‘ — reserved in the first instance to 

Directors and employees oHhe 


16 July 1992 and that dealings in the Ordinary Shares wiH commence on 
Friday 17 July 1992. D ea Bn gs prior to receipt of share certificates and 
prior to Admission wS be at the risk of tho applicants). A person so 
dea&ig must recognise the risk that an appfication may not have been 
accepted to the extent anticipated, or at a*. or that Admission may not 


Following Admission, the issued share capital of the Company wilt be 
£58.136,400 and the authorised share capital will be £77,515.200.' each 
divided mto Ordinary Shares of 10p eadi. 

If you wish to apply for Ordinary Shares, you mist complete and return the 
attached Application Form m accordance with the procedure for application 
set out below 

The Application list will open at. 10.00 am on Friday 10 July 1992 and 
will dose as soon thereafter as County NatMfcst and the Company may 
determine. 

It is expected that definitive share certificates (which WHI be provisional 
subject to Admission) wiH be posted to successful applicants on Thursday 


Individual shareholders with Personal Equity Wans fPBV) may request, 
subject to the normal subscription Emits, that their Plan Managers sifescribe 
for Ordinary Shares under the Offer on thea* behalf up to the statutory PEP 
and single company Pff Emits. Alternatively subject to certain conditions. 
Ordinary Shares acquired by individuals under the Offer (including, for 
employees. Ordinary Shares acquired using priority application forms) are 
eligible for transfer by those intfividuajs to Wan Managers prepared to 
accept them within 42 days of their allocation, expected to take place on 
17 July 1992. 

EXPECTED TIMETABLE 


Latest time and date for recent of 
applications and payment in fitfl 
Basis of allocation announced and 
share certificates despatched 
Dealings to commence 


- 10.00 am on 
Friday 10 July 1992 

Thursday 16 July 1992 
Friday 17 July 1992 
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Birmingham 
COhnore Centre 
103 Goknora Row 
Exeter 

59 High Street 
Manchester 
55 King Street 


Bristol 

32 Com Street 
Oasgow 

14 Btythswood Square 

Newcastle Upon Tyne 
87 Grey Street 


Cardiff 

117 St Mary Street 
Hull 

19 Silver Street 
Norwich 
45 London Street 


Edinburgh 

80 George Street 

Leeds 
Stark Row 

Nottingham 
3 fliurland Street 


and front: 

Ulster Bank Limited 
Personal Investment Unit 
88/90 High Street 
Belfast 


Copies of the Listing Particulars are also avaaabte for collection from the Company Announcements Office, The London Stock Exchange. 
Capet Court Entrance, Bartholomew Lane. London EC2 for a period of two days from 2 July 1992. 


INSTRUCTIONS FOR RETURN OF THE APPLICATION FORM j- 


BY POST: 

Send your completed Application Form to arrive not later than 
10.00 am on Friday 10 J«dy 1992 at: 

National Westminster Bank Ptc 

Registrar’s Department 

New Issues Section 

PO Box 859 

Hartdiffe 

Bristol BS99 1XZ 

ALLOW AT LEAST TWO WORKING DA'S FOR DELIVERY 


OR BY HAND: 

Deliver your completed Application Form by hand not later than 
10.00 am on Friday 10 July 1992 to: 

National Westminster Bank Pfc 
Registrar's Department 
New Issues Section 
15 Featherstone Street 
London ECl 

or by not later than 3.00 pm on Thursday 9 July 1992 tor one of the 
other branches of National Westminster Bank Wc listed above or to 
Ulster Bank Limited at the address set out above. 


PROCEDURE FOR APPLICATION 


BEFORE MAKING ANY APPLICATION TO ACQUIRE SHARES YOU ARE RECOMMENDED TO CONSUU AN INDEPENDENT FINANCIAL ADVISER 
Photocopies of Application Forms will not be accepted In any circumstances. 


m 


Put in Box 1 your fuO name and address using BLOCK CAPITALS. 
Applications may be made only by persons aged 18 or over. 
However, an adult may apply for the benefit of a minor % apply 
for the benefit of a minor you should put you- own name and 
address in full In Box 1 and. after your surname, write 'A/C' 
followed by the initials of the minor. See Note 6 below for joint 
applicants. 

Put In Box 2 (in figures) the number of Orcfinary Shares for 
which you are applying, feu may only apply for one of the 
numbers of Ordinary Shares set out below Applications for any 
other numbers of Ordinary Shares are liable to be rejected. 


HI 


Number of Ordinary Shares you 
are applying for 

Amount payable at 

115p per Ordinary Share 

250 

£287.50 

500 

£575.00 

750 

£862.50 

1,000 

£1,150.00 

1,500 

£1,725.00 

Above 1.500 Ordinary 5hares, applications must be in the 
following denominations:- 

Applications 

2.000 to iq. 000 Ordinary Shares 
10.000 to 50.000 Ordinary Shares 
over 50.000 Ordinary Shares 

Mu/tip/esof 

1,000 Ordinary Shares 

5.000 Ordinary Shares 
10.000 Ordinary Shares 


0 


Using the table in Note 2 above, put in Box 3 (in figures) the 
exact amount payable. 


Sign and date the form in Box 4. The Application Form may be 
signed by someone else on your behalf and/or on behalf of any 
joint applicants) if duly authorised to do so, but powers) of 
attorney or a duty certified copy thereof must be enclosed for 
inspection and will be returned in due couse. If you are applying 
for the benefit of a person under the age of 18, you, rather 
than that person, must sign the Application Form. A corporation 
should sign under the hand of a duly authorised official whose 
representative capacity must be stated 

Pin to Box 5 a single cheque or banker's draft for the exact 
amount you have entered in Box 3. feur cheque or banker's 
draft must be made payable to National Westminster Bank Pic 
A/C MFI and should be crossed "A/C Payee*. 

No receipt will be issued for this payment, which must be solely 
for this application. 

feur cheque or banker's draft must be-dawn in sterling on an 
account at a branch (which must be in the United Kingdom, the 
Channel islands or the Isle of Man) of a bank or buildng society 
which is either a member of the Clearing Houses Association or 
which has arranged for its Cheques and banker's drafts to be 
presented for payment through the clearing facilities provided 
by the members of that Association and must bear the 
appropriate sort code nunber in the top right hand comet 

Applications may be accompanied by a cheque drawn by 
someone other than the applicant^), but any monies to be 
returned will be retimed by either sending the cheque or 
banker's draft submined with the application to. or wifi be sent 
by cheque crossed "A/C Payee” in favour of. the person named 
in Box 1. and in both cases to the address in Bax 1, 

feu may apply to hold the Ordinary Shares which you enter in 
Box 2 with up to three other persons ag ed 18 or over. Their 
fid names should be inserted in BLOCK CAPITALS in Box 6. Box 
6 must be signed by or on behalf of each joint applicant (other 
than the fast applicant who should complete Boxes 1, 2 and 3 
and sign and date Box 4). 

If anyone is signing on behaff of any joint applicants), poweifs) 
of attorney or a duly certified copy thereof must be enclosed for 
inspection. Any share certificates in the names of joint applicants 
will be sent to the applicant named in Box 1. 


MFI Furniture Group Pic 

APPLICATION FORM 

Before completing this form, you should read the guide above carefully 


1b: County NatWest Limited, 

MFI Furniture Group Pic (“MFI”) and the Vendors (as defined in the Listing Particulars) 


See Please use BLOCK CAPITALS 
Note 


Me Mrs, Miss, etc 

Surname 

i i i i i i i i i i i 

1 1 1 1 1 _L 1 1 1 

Forename(s) in fuU 

_ 

-i i_1_ ii-ii_i i i_ iiii 

1 1 1_1—1—1_1 1 1 

Address 

i i i 

i i i i < i i i i i i i i i 

.. 

i i i > i i 

1 i i i > i i i i i i i i 

.. 

» i i » i i 

_1—j_J_1_1_1_1_1_1_1—1_1_1 

Postcode 

_1 .1—L I 1. J_ 


Foroflldal arc 


Acceptance no. 


2. Shore* allocated 


I/We offer to acquire 


PUT HERE THE 
NUMBER OF 
SHARES YOU 


fully paid Ordinary Shares in MFI (or any smaller number of Ordinary Shares for WISH TO 
which this application is accepted) at 115p per Ordinary Share on the terms ACQUIRE 
and subject to the conditions set out in this form and in the Listing Particulars 
dated 2 July 1992 and subject to the Memorandum and Articles of Association 
of MFI. 


I/We attach a cheque/banker's 
draft for the amount payable of 




L, 


Pin here your cheque/banker's draft for the amount in Box 3, 
payable to National Westminster Bank Pic A/C MFI and 
crossed "A/C Payee*. 


PUT HERE THE 

AMOUNT 

PAYABLE 


SIGN AND DATE 
HERE 


ATTACH YOUR 
PAYMENT FOR THE 
AMOUNT IN BOX 3 


Joint applicants 

The first applicant should complete Boxes 1,2 and 3 and sign and date Box 4. 

Insert below In block capitals the names of any other joint applicants, who joint APPLICANTS 

must sign in the right hand column below - 

I/We join in this application. 


MUST SIGN HERE 


Mr, Mrs, Mss, etc 

Forename(s) in fuU 

Surname 

Signature 

2nd joint 

appficant 





3rd joint 
applicant 





4th joint 
appficant 






■ nd utii ti front.and fa i tia timi to. tire aofa 
fitnutndore. 


_I__I_ 
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NORTHERN 
LECTRIC 



PRELIMINARY RESULTS 


for the year ended 31st March 1992 



1992 

1991 

TURNOVER 

£813.7m 

£774.Om 

PROFIT BEFORE TAX 

£98.2m 

£69.3m 

EARNINGS PER SHARE 

59.6p 

^il.^ip 

TOTAL DIVIDEND PER SHARE 

18.55p 

16.25p 


HIGHLIGHTS 


7 Profit before Tax up 42% 


Earnings per Share up 44% 


Dividend per Share up 14% 


Units of electricity distributed 
up 1.7% 


Almost 100% success rate in 
meeting guaranteed customer 
service standards 


it We have made excellent progress 
in our First full year in the private 
sector. Earnings growth has been 
assisted by cost reduction and 
growth in electricity distributed. 
Customer service has been improved 
and for the year 1992/93 we have 
been able to keep price increases 
well below the rate of inflation.* ? 


David Morris 
Chairman 


NORTHERN 

ELECTRIC 



The above results for 1991 have been restated as If the capital structure for privatisation had 
been in place for the whole of that year. The 1992 Northern Electric report and accounts will 
be sent to shareholders in August. 


ENSO-GUTZEIT OY 

Unaudited IAS 


FIM million 

1.1.-30.4. 

1.1 .-30 A. 

1.1.-31.12. 


1992 

1991 

1991 

Net sales 

3,363 

3,078 

9,446 

Loss before taxes. 




minority interests and 




extraordinary items 

(109) 

(154) 

(1.022) 

Taxes on income 

(13) 

(10) 

(16) 

Minority interests 

(4) 

(2) 

(14) 

Loss before 




extraordinary items 

(126) 

066) 

(1.052) 

Extraordinary items 

0 

20 

492 

Loss 

026) 

(146) 

(560) 

Earnings per share. F1M 

(0.88) 

(1.16) 

(7-35) 


Copies of the fun text of the Interim Review are 
available in the UK on request from: 

Enso Marketing Co. Lid., Enso House, 
New Mill Road, Orpington, Kent BR5 3QA 


ENSO-GUTZEIT Of 


Kanavaranta 1, SF-00160 Helsinki. Finland 
tel. +358-0-162 91, telex 124438 enso sf, fax +358-0-162 9471 


SATOUOTK 


REAL-TIME EUROPEAN AND U.S. STOCK MARKET DATA AND 
ANALYSIS AT REALISTIC PRICES 
* ALSO FUTURES * OPTIONS * BONDS * FX AND NEWS * 
CALL.LONDON 71-329-3977 - FRANKFURT49-69-639125 



MEMBER s F A 


FT-SE 100 
Where next? 


Call far our current views 


CAI. Fuium Lid 
162 Queen 
Vicuna Street 
I .wuton EClV 48S 
Tel; 071 -129 30JO 
Fm.07ki» n» 


>fl> 

N&P_ 

Nidanal <& ftoriarid EMUbif Sodxty 

£200,000.000 
Floating Rate Notes 1996 
Notice is hereby given that the 
rate of interest has been fixed at 
104% p.a. and that the interest 
payable on the relevant interest 
payment date 29 September, 1992 
against coupon No. 2d will be 
£129.61 per £5,000 Note and 
£2,592.21 per £100,000 Note. 


Agent Bank: 

V^Lloyds Bank Pic 


ALLIANCE LEICESTER 
AlUance&Leicester Building Society 
£ 200 , 000,000 

floating Rate Notes due 1993 
In accordance with the provisions of 
the Notes, notice is hereby given 
that the Rate of Interest for the 
three month period ending 30th 
September. 1992 has been fixed at 
10.3125% pef annum. The interest 
accruing for such three month 
period will be £259.22 per £10.000 
Bearer Note, and £2.592.21 
per £100.000 Bearer Note, on 
30th September. 1992 against pres¬ 
entation of Coupon No. 16. 

Union Bank of Switzerland 
London Branch Agent Bank 

30th Jtuie. 1992 


TYNDALL GLOBAL FUND 
SICAY 

Registered Office: Luxembourg, 
13. rue Goethe. 

R.C Luxembourg B34.S93 
DIVIDEND NOTICE 

The Directors resolved On 17th 
June 1992 to pay a dividend of 
2.5 pence per share to 
shareholders of the High Yield 
Portfolio on record on 30th June 
1992 payable on 3rd July 1992- 
By order of the Board 


n»amAL TIMES FRIDAY JULY 3 1992 


COMPANY NEWS: UK 


Current year warning trims 25p from share price 

Sims Food rises 13% to £9.3m 


By Peter Pearse 


SIMS FOOD Group, the meat 
processor and supplier, yester¬ 
day tempered its announce¬ 
ment of continued growth in 

profits and turnover in the 
year to March 31 with the 
caveat that “the opening weeks 
of our current year have con¬ 
tinued the disappointing trend 
seen in the final quarter of last 
year." The shares fell 25p to 
250p. 

Mr John Stone, chairman, 
said flat demand in the retail 
side, Increasing prices for live¬ 
stock and supermarketrdriven 


pressure on margins were all 
factors In the downturn, 
although he expected the effect 
to be short term, impacting 
mainly on the current first-half 
results. 

Pre-tax profits for the year 
under review expanded 13 per 
cent to £9.3 lm (£&22m) alter 
exceptional charges of £403,000, 
relating to compensation to 
three departing board mem¬ 
bers. 

With turnover up 10 per cent 
to £251.4m (£228m) and operat¬ 
ing profits ahead 19 per 
cent at £LL3m (£9.54m), mar¬ 
gins improved from 4 l 2 to 4.5 


per cent 

Consumption of meat was 
down, Mr Stone said, with vol¬ 
ume purchases down 3 to 5 per 
cent thn’igh the amount con-, 
stimers spent on meat was up. 

However, he warned that the 
recession was “far from over". 
The catering division had suf¬ 
fered most with an organic 
decline in turnover of 12 per 
cent as consumers ate out less. 

Capital expenditure stood at 
£10m. but is expected to fall to 
£5m-£6m in the current year. 
Some £3,5m was spent upgrad¬ 
ing plants to meet the Com¬ 
mon European Standard on 


meat production and especially 
abattoirs, ? n ri £5-5m went on 
new capacity, particularly ded¬ 
icated plants for specific super¬ 
market chains . , 

Following November s 
£ 13 ^pi rights issue, gearing fell 
to 22 'per cent (50 per cent) at 
the year-end and net debt to 
£8m. 

Withdrawal from the chicken 
abattoir and food machinery 
agency businesses led to 
extraordinary charges of 
£l.96m while earnings rose to 
23.4p (22.3p) per share. A final 
dividend of 8J25p is proposed, 
giving a total of lL25p (UX25p). 


Robert Fleming increases profits by 59% 


By Richard Goutlay 


ROBERT FLEMING Holdings, 
the privately-owned merchant 
banking group, yesterday 
reported a 59 per cent increase, 
to £76.6m, in pre-tax profits tor 
the year to end-March. 

The sharp rise came after 
minority interests and trans¬ 
fers to Inner reserves and 
marks the first time the group 


has reported at a pre-tax leveL 

Mr John Manser, chief execu¬ 
tive. said that the year had 
been “satisfactory without 
being brilliant''. Earnings per 
share rose from 68p to 116 .Ip 
and a final dividend of 23p 
gives a 33p total up 20 per 
cent 

Asset management again 
provided the bulk of earnings 
from the £27bn of investments 


under management worldwide. 
B anking , including the loan 
book, foreign exchange trading 
and leasing had a good 
year. 

The capital markets and cor¬ 
porate finance area were also 
“active", Mr Manser said. 

Securities broking was the 
one area of weakness, Largely 
due to the group’s involvement 
in Japan, Mr Manser said. In 


Europe, improvements in the 
UK stockbroking were offset 
by a decline in European 
operations. 

• Jardine Fleming, the Hong 
Kong-based investment bank 
Jointly owned by Robert Flem¬ 
ing and Jardine Matheson, 
increased post-tax profit by 14 
per cent to $84m (£45m) and 
shareholders funds by 21 per 
cent to 9191m. 


Increased package 
for Thames chiefs 


By Angus Foster 


SIR ROY Watts, chairman, and 
Mr Mike Hoffman, group chief 
executive of Thames Water, 
saw their total emoluments fall 
last year after the company’s 
earnings per share growth did 
not meet targets set by the 
board for bonuses to be 
paid. 

However, their basic salaries 
increased by &5 per cent and 
14.1 per cent respectively, and 
both were granted substantial 
share options. 

Sir Roy's total package fell 


from £160,000 to £145,000, as 
Indicated when Thames last 
month reported pre-tax profits 
of £236.3m for the year to 
March 31, an 11.3 per cent 
increase. 

Total emoluments for Mr 
Hoffman, the highest paid 
director. Tell from £209,000 to 
£199,000. 

Thames also revealed It 
made a £50,000 contribution to 
the Conservative Party as the 
board considered “a Tory elec¬ 
tion win was in the Interests of 
the company and sharehold¬ 
ers". 



Sir Hoy: granted sizeable 
share options. 


Mail order boost for Farepak 


By Gary Mead, 

Marketing Correspondent 


FAREPAK, the USM-traded 
mail order distributor and food 
processor, reported pre-tax 
profits up 31 per cent, from 
£3.7m to £4.84m, on 
turnover ahead 35 per cent to 
£62.8m for the year to April 30. 

Turnover for the mail order 
business, responsible for the 
bulk of pre-tax profits, rose by 


23 per cent; the division's pre¬ 
tax contribution Increased 44 
per cent 

However, the small travel 
operation saw 'pre-tax profits 
down to £23,000 (£102,000) while 
food processing declined from 
£647,000 to £566,000. 

Earnings per share improved 
29 per cent to LL3p (li.ip) and 
a recommended final dividend 
of 3.55p brings the total to 5p 
CL87p). 


The net cash balance rose to 
ffL2m (£4.6&n). 

Mr Christopher Holland, 
finance director, said the 
improved performance was 
largdy attributable to a widen¬ 
ing of the network of Its 
Christmas hamper selling 
agents, up 10,000 to 50,000- 
Farepak runs its hamper sell¬ 
ing business as a joint 
venture with Fine Art Develop¬ 
ments. 


Greene King extends bid for Morland 


By Philip Rawatome 


GREENE KING, the East 
Anglia-based brewer, said yes¬ 
terday that it had gained con¬ 
trol of 46.43 per cent of Mor¬ 
land, the Thames Valley 
brewer, and that it was extend¬ 
ing its offer until July 
10 . 

The Bury St. Edmunds 
brewer launched Its £10lm bid 
for Morland seven weeks ago 
after buying a 28.5 per cent 
stake and receiving pledges for 
a further 14£ per cent from the 


Whitbread Investment Com¬ 
pany. 

Mr Jasper Clutterbuck, Nor¬ 
land's chief executive, said yes¬ 
terday that the further 8 per 
cent acceptances so far gained 
by Greene King showed that 
Norland’s shareholders “con¬ 
tinue to treat the bid with dis¬ 
dain." 

He added: “Greene King 
should recognise the reality of 
the situation and withdraw its 
offer immediately.'’ 

However, Mr Simon Redman, 
Greene King's chairman, said 


he was pleased with support so 
far from private and institu¬ 
tional shareholders. “Many 
shareholders are waiting until 
they know that all the relevant 
arguments and facts have 
emerged before deciding 
whether to accept our offer.” 

If the Takeover Panel per¬ 
mits, Greene King's results tor 
the year ended May 3, which 
wifi include an asset revalua¬ 
tion, will be published on 
July 9-24 hours before the 
next closing date for the 
offer. 


Kunick moves to aid share price 


By Angus Foster 


Kunick, the amusement 
machine and nursing homes 
group, yesterday attempted to 
prop up its ailing share price 
with a statement that its three 
UK bankers remained support¬ 
ive. 

The shares, which started 
the week at 3'/ip, fell to 2V4p 
before recovering slightly to 

2%p. 


Mr Christopher Burnett, who 
took over as chairman from Mr 
Russell Smith in May, said the 
banks were backing Ktmzck's 
recovery plans and were con¬ 
tinuing to provide facilities ..on 
normal terms. 

Several directors have been 
buying in the market Mr 
Smith lifted his stake by 
200.000 shares at 3p a share. He 
now owns &29 per cent of the 
company. 


7% pay increase for 
Pilkington chairman 


Sir Antony Pilkington, 
chairman of Pilkington, the 
glass group, had a pay rise of 
7.3 per cent to £335,000 last 
year. 

Pilkington's earnings per 
share, before exceptional 
charges, fell from 8.6p to S.5p 
in 1991 and the dividend 
was reduced from 10.5p to 
6p. 


URBAN DEVELOPMENT 


The FT proposes to publish this survey on 
. September 4 1992- 

The FT reaches more businessmen with property responsibility in 

the UK than any other newspaper and more senior European 
decision-makers on business premises/sites reading 
English-language newspapers.* ■ ... 

For a full editorial synopsis and details of available advertisement 

positions, please contact 

Brian Heron 
Tel: 061-834 9381 • 

Fax: 061-832 9248 
Alexandra Buildings 
Queen Street. 

Manchester M2 SHT.. 


Da/a roarce* European Businesi SeakrMp Sumy 1991 . 

FT SURVEYS**] 


Ferranti 
head gets 
21% rise 


MR EUGENE Anderson, 
chairman and chief executive 
of Ferranti International, 
received a 20.8 per cent pay 
rise last year despite haring 
described the electronics and 
defence group’s performance in 
the year to March 31 1992 as 
“ unsatisfacto ry" 

Mr Anderson, who joined 
from Johnson Matthey in 1990 
foQowing the'discovery of huge 
fraud, in a Ferranti subsidiary, 
received total emoluments of 
£464,000 compared to £384,000 a 
year earlier. 

The rise, however, followed a 
pay cut from £619,000 ‘in 

1990 . 

Last week Ferranti reported 
reduced pre-tax losses of 
£39.6m (£98.1m) for the year to 
March 3i„ 


Statement 
lops 69p 
off Hi-Tec 
share price 


By Andrew Bofgar 


SHARES IN Hi-Tec Sports, 
Britain's biggest sports shoe 
supplier, yesterday plunged 
from 175p to I06p on news 
that the company was suffer¬ 
ing from heavy discounting by 
overseas competitors such as 
Reebok and Nike. 

Mr Frank van Wezel, chair¬ 
man, told Hi-Tec’s annual 
meeting that the discounting, 
together .with deepening 
recessionary conditions affect¬ 
ing consumer spending, had 
adversely affected the UK mar¬ 
ket for a longer period than 
previously expected. 

He said: “As a result, our UK 
results so far this year 
are significantly below thorn 
achieved in the corresponding 
period of last year, and 
are below our earlier expecta¬ 
tions, and we are experiencing 
a sharper squeeze on mar¬ 
gins”. 

The meeting was told that 
these factors would “Inevita¬ 
bly have a pronounced adverse 
impact on our overall results 
for the first half of this 
year.’' 

The UK workforce has been 
cut from 130 to just over 100 
and Hi-Tec said it was keeping 
a tight control on working 
capital 

One reason for the market's 
sharp reaction to yesterday's 
profits warning was that it 
was in marked contrast to the 
optimistic note sounded by the 
company on May 9, when it 
announced a 10 per. cent 
increase in pre-tax profits to 
£9.06m for the year to Febru¬ 
ary 2 . 

ffl-Tec said yesterday that it 
had seen spending rise after 
the election and when the 
good weather started, but that 
these “false dawns” had 
proved short-lived. 

However, the group empha¬ 
sised that its street hiking 
boots were continuing to do 
well in the US and, while the 
situation in the UK remained 
uncertain. It expected results 
.in the second half of this year 
to show a recovery from the 
first half. 


THE BURTON GROUP PLC 

. (the “Company”) 

• £UO,000,000 7 

4% per cent. 

Convertible Bonds Due 2001 
(the “Bonds’*) 


• • NOTICE OF PERIOD FOR DEPOSIT OF. 

1 BONDS FOR REDEMPTION ATTHE OPTION OF 
HOLDERS OF BONDS ON 25TH AUGUST. 1992AT A 
REDEMPTION PRICE OF £136>A PERCENT. 


T HIS N OTICE IS IMPORTANT AND REQUIRES YOUR IMMEDIATE 
ATTENTION. IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU 
SHOUU) TAKE, YOU SHOULD IMMEDIATELY CONSULT YOUR STOCK¬ 
BROKER. BANK MANAGER. SOLICITOR. ACCOUNTANT OR OTHER 
INDEPENDENT PROFESSIONAL ADVISER AUTHORISED UNDER THE 
FINANCIAL SERVICES ACT 1986. 


NOTICE IS HEREBY GIVEN to ihehoUcn (die “Bondholder,") of the 
Much Hvcoanhanl by die Tn« Deed dated 10th February, 1987 as modified 
*V **iiiwiiwdeeds supplemental thereto(together die “Prindmd Trust Deed aa 
modified - ), all nude between the Company and The Law Debenture Trust 
Corporation pXe. (the "Trustee”)) that, subject to and in accoitlanoe with 
CmidWon 7(c) (“Redemption at die Option of the BondhoMere") of the Bonds, the 
2?^*” (lhc “ ,9W fcdonption Option") to require 

die Company ® jataa.on 25th Aopw, 1992 (the “1992 Redemption DnoTall 
orsoine only ofdie Bonds held by them. ’ 


&d)Boal m re^wtof whtchtte 1 992 Rtriempfkm Option U ct erased will be 

redemned » a redempooo price ° f 13 S'A per com. of the principal amount thereof 
(comprising (i) 100 per cent, as to repayment of the principal Wwm and Or) a 
py inw^ y way of wyptan eaaty mwett mi the Bond equal to 36 '/j per cent, of 

piloci^ emoaiildOTeofwhid xogether imth inuuest acciued u (lm date will 

resuU m die Bond yielding an avers&t interest return over its Ere of 958 per cent! 
per BHQU 01 ). ' 


llwl9W Redemption Option may be exercised in relation to any Bond by 
cteporiifaig such Bond (together with all Coupons maturing after the 1992 
Redemption Dure attached, failing which the Bondholder must oav to iiu b«h m 
A gent with .winch such Bond is deposited an amount equal to theater value ofanS 
such ntigfag Cdupon which amount win be paid 

milting Coupon at any nine following such payment and prior to the exolrv of five 

rCSPea Coo P on S becomes 
fltoelmd an irrevocable wrrneu option notice exercising the 1992 Redemption 
Option (in the farm for the daw being obtainable from am- of the PaytaeA«Ms> 
with any oT the Paying Agents at *uy time alter 4th August, 

me iyw Redemption Option Mali not be effective unless it takes idac* nrim-n ^ 
tteo on which any DOdcuof redemption is given 

to the relevant 4sby _the Comp^yTn accordance withCondifto^S 
u the Opdoo of the tenet'’! or 7(d) (-Redemption (or Taxation 


Of the Bonds. 


asasttssSSSsriSSa 

any of the Paying Agents, Payment of interest due an the HnmW^sS. 0 ** °* 

- r S3KSS5SS5 


fa deriding whether or not to exercise the 1992 Redemption Ontioo. 

shook! barm mind fiwaBa I that, should they nwdoscr: Uptwn ' Bo,ldlwl *a5 

fti the Bonds would remain eomrenifafe bw OnOimiy Shares of the Comamv 

® - *• . 


sw*Bfi3Sssass* - -cspssiJ'K: 

Resow")or Comfinon 10(“Events of DefaninofSTStdi. wteTmS 
tetftjiqition price would be solely the principal amoant aTthe Bomb. 1,60 

Copte» Of the Principal Trust Deed as modified (which f« 4, A. ..-j, . 


The Ctauso Manhattan Bank, 
Woolgsue Home, 

• ' '. Coleman Sheet; 
London 6C2P2HD 


. Bauqoo Bundles Lambert SiA^ 
24 Avenue Manrfx. - 
. B-IQS0 Bremels. 


' 5 RuePUetig, 
•-2J38 Luxembourg-Grund 
The Chiue .Manhattan Bwki NA, ' 

iWRnede.Rhone.. 

• • -.'CH4204 Oaten - - ' 


This notice tad been issued in compliance with die term of the Prindnui That 
Deed B motfified nd afanuld iiot be taken as a rccoonDcinladau to mreeke the 
im R^empdon Optkx, or otherabc. Bondbtaden should, tate app^S S 


EwtaoSma txxsrlaqcdawroo P*c«***aoldyrc^onsibk 


The Ekutou Group pic 
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organic expansion 

Gary Mead on Aegis’ future'following the departure of its chairman 


C ONSIDERABLE doubt 
hangs over... the 
short-term future of 
Aegis, the holding company of 
Carat, the largest pan-Euro¬ 
pean media-buying and plan* 
nlng group, following the sud¬ 
den resignation last Friday of 
Mr Peter Scott, its chairman 
In the face of weak advertis¬ 
ing volumes, the group must 
cut costs,-learn-how to grow 
organically rather than by 
acquisition, and tackle in 
France — by far its w«m mar¬ 
ket - a government inquiry 
into media buying practices. 

Despite the suddenness of Mr- 
Scotfs resignation, his depar¬ 
ture had seemed inevitable to 
many people within- Aegis. He 
was. it is said, better suited to 
acquiring new businesses - 
rather than rationalising them. 

The culture of Aegis was 
already changing to reflect this 
as two main shareholders 
began to exert more influence. 
They are Mr Gilbert Gross,' co- 
founder of Carat Espace, who 
has a 27 per cent stake in 
Aegis, and Warburg Pincus, 
the US Investment group, with 
145 per cent 

Mr Scott built the group, 
then an advertising agency 
called WCRS, by acquiring a 
handful of US, European and 
Asian agencies, but the-turn-, 
log point came in May 1968, 
with his purchase of 50 per 
cent of Carat Espace, the 
French media buying and plan¬ 
ning group. 

WCRS bought the other half 
of Carat in December 1989 and 
the group’s direction changed 
to concentrate on media buy¬ 
ing. Between May 1988 and ! 
December 1991, Aegis made IS 
acquisitions^ mergers and 
start-ups across Europe, from 
Barcelona to Moscow,- a rapid 
expansion which coincided 
with a severe recession. 

Carat now has legitimate 
claim to being a pan-European . 
group, with 60 offices in 18 
countries. It buys and sells 
advertising space for more 
than 4,000 clients across 
Europe, rfaiming that year, 
it wiQ have a 12 per cent share 
of the $53bn (£29bn) a year dis¬ 
play advertising market. 

But that rapid expansion, 
coinciding with the severe 
downturn in advertising reve¬ 
nues, has taken its toll Last 
year Aegis -saw pre-tax profits 
Cab by 19 per cent to £553m on 
turnover of £2. lbn,'the "first. 
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AiMoy Afllmood 

Peter Scotfcbtrili up the group through acquisitions 


decline since the group went 
public In 3968.; In the 1 UK alone 
Aegis lost yiQ -2m Operating 
costs-: rose from £87-2m to 
2121m in the period. Some 
£19m of the rise came from 
acquisitions, mergers and new 
.business start-ups.- ' 

. ■; “The fundamentals of the 
business Lstm look good, but 
Aegfejs in a very poor position 
for IMS,and 1998 is on trust,” 
according to Mr. Guy Tjimwibig , 
an analyst with James Cape! If 
the group continues to cut- 
costs, it could bounce back in 
18 months or so. 

As part of the economy 
drive, many of Aegis’s func¬ 
tions are moving to Paris and 
its London operations are to 
shrink, drastically.' Humours 
-persist' within the company 
that Mr Scott was not invited 
to relocate to Parish 

hat suggestion is firmly 
denied by Mr Charles 
Hochman, currently 
Aegis’s deputy ctotfripanand 
who baa takm over from Mr 
Scott as Carat’s chief execu¬ 
tive. Mr Scott resigned because . 
he was to unwilling relocate 
bis family to Paris, be said. 

“As far as 1 am-concerned 
that is the reason why Peter 
Scott resigned and anything, 
else is pure speculation. What's. 
happening today Is a mnmont 
in ,a. process which started a 
few months ago and is going to 
continue. We are in a phase, of 
getting the operation more 
profitable, controlling costs, ' 

and rnflking our gpqgigojpt • 
mare effldeitt." 

' The importance t oi'Paris to 


the group began to increase 
this spring following the death 
in April of Mr Francis Gross, 
Aegis’s co-chairman. He 
founded Carat with his brother 
Gilbert and was personally 
close to Mr Scott. 

Without .the support of Mr 
Francis Gross, with whom Mr 
Scott had been the architect of 
the expansionary drive, Mr 
. Scott became more isolated on 
the board, people within the 
company said. 

Mr Gilbert Gross, who has a 
reputation as more of a trader 
than a builder of empires, was. 
appointed last Friday as 
Aegis’s honorary president. 
According to an Aegis execu¬ 
tive, SFEC - a company 
through which Mr Gross con¬ 
trols his Aegis holding of some 
27 per cent - is due almost 
£50m in deferred payments 
over the next four years. 

Mr Charles- - Hochman, 
Carat’s new chief executive,' 
and Mr Giles Gobin, a non 
executive director, have repre¬ 
sented Mr Gross’s views on the 
Aegis board. Mr John Vogel- 
stem, Warburg Pincus’s deputy 
chairman, Is an Aegis non-ex¬ 
ecutive director. Following Mr 
Scott’s departure, Mr Gilbert 
Gross has become honorary 
president of the Aegis board. 

But although some City ana¬ 
lysts initially took fright last 
Friday, depicting the departure 
of Mr Scott as a “French coup”, 
the. reality Is that, the Gross 
brothers and Warburg Pincus 
have been powerful voices on 
the board for the last two- 
years. If there were a “French 
coup”, it happened much ear- 


NEWS DIGEST 


Alba moves 
20% ahead 
to £5.06m 

IN SPITE of “continuing 
difficult trading conditions”, 
pre-tax profits of Alba, the con¬ 
sumer electronics gronp, 
showed a 20 per ceft advance 
in the year to March 31. 

The increase, from £4-2rato 
£5.06m, was achieved on turn¬ 
over down Just £257,0000 to 
Euasm. 

Mr John Harris, chairman, 
said that with the exception of 
Hinari Deutschland all divi¬ 
sions within the group had 
shown improved performances 
on the year. 

Excluding the results from 
the German offshoot - which 
was closed during the year - 
trading profits were up by 73 
per cent from £33m to £5.7m. 

Strong, performances were 
recorded from Alba, Bush and 
Hinari in the UK, said Mr Har¬ 
ris, while he was particularly 
pleased with the 50 per cent 
sales increase from Harvard 
Maritime and with the turn- 
round into profits at the 
French operation. 

The final dividend is raised 
to 3.75p for a total of 4.-75p - 
(4.35p). covered L6 times by - 
earnings per share of 7.79p 
(7-Up). . 

Allied Radio loss at. 
£357,000 midway 

Allied Radio, which was 
formed last August through 
the merger of two commercial 
radio companies. County 
Group and Mercury Group, fok - 
lowed by a reverse takeover of 
Third MUe Investment, 
reported a pre-tax- loss' of 
£357,000 for the half year to 
March 3L 

Mr Ken Prichard Jones, 
fthfli pnan said tha t in order to 
fall in line with the quoted 


radio.' sector - Allied had 
(hanged its year end to Sep¬ 
tember 30. Accordingly it was 
announcing pro forma six- 
month results 'for the main 
trading subsidiaries, County 
Sound and Radio Mercury, and 
a three-month period for Allied 
Radio. .... 

He said that-the company 
had significantly improved its 
trading . position,.mainly 
through merger ; rationalisa¬ 
tion. The cost reduction,: pro¬ 
gramme had exceeded the orig¬ 
inal estimate and the disposal 
of noncore assets in the previ¬ 
ous Third MUe Investment was 
almost complete.. '' 

In addition, the relaunch of 
Radio Mercury on FM and 
County Sound . on AM had 
started well ' 

The pro forma pre-tax loss 
last time was £703300. Group 
turnover for the first half 
amounted to £2.17m (£2.52m) 
and ‘ operating losses were 
. £249,000 &54L000). Losses per 
share. came through at 0.85p 

<2jQ6p). 

• ■■To/ comply with - Stock 
Exchange regulations Allie d 
w£Q announce results tor the 
six' months to June SO in due 
coiase. 

John Tams seeks / 
to raise £1.6m 

John Tams, the USM-quoted 
.domestic china and pottery 
manufacturer; is raising £L6m 
net via a placing and open 
offer of 2.43m new ordinary 
shares at 70p apiece. 

Existing shareholders are 
offered new shares on a i-for-10 
.basis. The offer is fuDy under¬ 
written by Lloyds Merchant 
Bank and tile stares have been 
placed with institutional inves¬ 
tors by Pannrare Gordon. 

As a result of the placing 
directors’ -shareholdings, 
including those of the Tams 
family, wall be reduced from 
79.4 per cent to 721 per cent 
Of the £Lfim raised, £800,000 
will be used to convert the 


Atlas works. The balance will 
help to reduce borrowings. 
Tams’ shares slipped 3p to 72p. 

Murray Split net 
assets at 159.7p 

Murray Split Capital Trust 
reported net asset value per 
capital share of 159.7p at May 
31 - the end of its first year of 
trading. 

Net asset value of the 
income shares stood at 5&3p 
and zero dividend preference 
shares l(KL5p. 

Net revenue in the 52 weeks 
to end-May amounted to 
£844,214; equal to earnings per 
income share of I055p. A final 
dividend of ZSg makes an &3p 
total 

Partridge fine Arts 
shows 34% growth 

Although trading “remained 
difficult" for Partridge Fine 
Arts, the New Bond Street- 
based antique furniture and 
objjets d’art dealer, pretax prof¬ 
its tor the six months to -April 
.30 rose by 34 per cent from 
£738,000 to £987,000. 

. Mr John Partridge, chair¬ 
man, said that prices of the 
finest furniture and other 
items had remained strong. 

Turnover advanced to £4.88m 
(£4.41m) and operating profits 
to £lhlm (£685,000). 

The interim dividend is 
maintained at lp, payable from 
earnings per share of 2Mp 
(2.16P). 

Abtrust New Dawn 
net assets increase 

Abtrust New Dawn investment 
Trust, which specialises in 
Pacific region markets, had a 
net asset value of 125.7%) per 
share at April 30, compared 
with 12SfJ8p a year earlier. The 
figure stood at lOAffip at Octo¬ 
ber 31. 

Net revenue tor the year was 


COMPANY NEWS IN BRIEF 


BUNS, has acquired Camelot, 
a redistributor of coarse paper 
and plastic products, based in 
Atlanta, Georgia. Camelot, val¬ 
ued at $$m (£4J?m), had sales of 
$36m in the year to October 30 
199L 

HENDERSON EUBOTRDST: 
The offer for subscrip: 
tion attracted applications 
tor 17.31m units comprising 
one ordinary share of 5p 
and one zero dividend prefer¬ 
ence share of Sfflp at a sub¬ 
scription mice of el All appli¬ 


cations have been allotted in 
faH . 

SHANGHAI FUND (Cayman): 
Dealings in the shares of 
the fund, which specialises In 
listed Chinese securities, have 
began. The ftxnd raised S17.7m 
(S3 JSm) via a placing by Ffoan- 
eiflre Indosuez of L77m partici¬ 
pating shares at <10.4 per 
stare. The shares are fisted on 
the London Stock Exchange. 
WILLOUGHBY’S CONSOLI¬ 
DATED (a mining and ranch¬ 
ing company in Zimbabwe con¬ 


trolled by Lonrho): Pre-tax 
profits £1.83m (£270,000) for 
the six months ended March 31 
1992. Turnover was £5.96m 
(fS£7m). Earnings were 27.6p 
CL7p) and the interim dividend 
is ip (same). 

TLS RANGE has received valid 
acceptances in respect of 309m 
(S6JS per cent) of the 5.G5m new 
ordinary shares on offer in its 
recent rights issue. The bal¬ 
ance of 2.46m shares has 
been ' taken up by under¬ 
writers. 


Her than last Friday, and with¬ 
out any publicly-expressed dis¬ 
approval from Mr Scott 
ffis departure leaves the core 
businesses intact but facing 
the French investigation into 
the nature of media-buying. 
The Conseil de la concurrence, 
the French equivalent of the 
UK’s Monopolies and Mergers 
Commission, has spent two 
years investigating the adver- 
■ tf s fa g industry In France. 

I t is particularly concerned 
with the complete lack of 
transparency in the media- 
baying business, where huge 
discounts obtained by media- 
buyers such as Carat are 
rarely, if ever, passed on to 
advertisers. The Conseil is 
unlikely to take action before 
April 1993, but its investigation 
-hangs over the head of all 
media-buyers, including Carat 
Carat is heavily dependent 
on the French market, esti¬ 
mated to be the fifth biggest 
advertising market in the 
world. Despite its pan-Euro- 
pean network, more than 70 
per cent of Carat’s revenues 
are estimated to derive from 
France. Analysts estimate its 
French margins are 4 per cent, 
which might be cut to as low 
as 2 per cent this year. 

Carat believes it is innocent 
regarding the alleged lack of 
transparency and abuse of its 
quasi-monopolistic powers 
identified in a Conseil report 
But it could eventually lose 
some of the ^benefits it has 
enjoyed from high volumes 
and big discounts - the very 
factors that underpinned the 
rationale for creating a huge 
media buying group. 

. Given the turmoil in Paris, 
Mr Scott might be looking for¬ 
ward to family life in London. 


£182,722 (£157,882). Earnings 
per share rose from 0j53p to 
ASlp and the dividend is main¬ 
tained at Q.5p. 

Dewhurst up 54% 
despite recession 

Dewhurst, the electrical con¬ 
trol equipment manufacturer, 
reported a 54 per cent profits 
increase for the six months to 
March 29. 

The advance, from £201330 
to £309,874 was achieved on 
turnover up by some £300,000 
to £421m. 

Directors said the results 
showed an encouraging 
improvement in a period of 
persistent recession. 

Earnings per stone improved 
to 1.85p (L22p) and the interim 
dividend is raised to 0.63p 
(0.6P). 

Unilever snakes 
Argentine purchase 

Unilever, the Anglo-Dutch con¬ 
sumer products company, has 
acquired Establecimientos 
Fab riles GuerSno, Argentina's 
largest laundry detergents pro¬ 
ducer, for an undisclosed sum. 

Guereno, which also makes 
soap, has annual sales of about 
$90m (£49m) arid 1^00 employ¬ 
ees. 

Sharp decline 
at CA Sperati 

CA Sperati (The Special 
Agency), the south London- 
based button and trimming 
merchant, saw profits dip to 
£12,302 pre-tax for the six 
months to April 80. 

The decline from the compa¬ 
rable £26,658 reflected a "dull 
trading climate" and condi¬ 
tions remained "unpredictable" 
directors said. 

Turnover fell &8 per cent to 
£340,045 (£372^82). Earnings 
per share emerged at 8.1p 
(l£L55p). 


BOARD MEETINGS 

Tlw Mknrina companies hm neotlad dust 
of board meetings to the Sack Exchange. 
Such meetings «ro usually hate tor the pur¬ 
pose ol esnflWerino dMoends. DOctel littlca- 
dene are iVM *v*Jl*We ts to whether Ihe 
CMdende are tntertree or Bnmie on* Bm rob¬ 
ot vtatons Shown below am based maMy on 
lest real's Bmetaefes. 

TODAY 

luartma* Clyde Btowera. Finn National 
Finance. 

Fhwto- Angle St James. Fuller Smith A 
Turner, Grata Snipping, Joseph (Leopold]. Tit 
Technology. 
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Node* to the holders of the hearer intenudotul depositary receipts (“IDRa") issued porsnant to a Deposit Agreement (the "Deposit 
Agreement**) dated 16 September, 1988 evidencing shares (“Shares") of U.sljO.Ol each in the capita] of Greece Fond Limited (the 
"Co mpan y"). 

NOTICE OF EXTRAORDINARY GENERAL MEETING 

NOTICE IS HEREBY GIVEN that an Extraordinary Genera! Meeting of the Company will be held at the offices of Schrader Investmcnr Management Limited 
at 33 Gutter Lane, London EC2V 8AS on Monday, 27 July. 1992 M 2.30 p.tn. to Consider and. if thought fit. to pan the following resolution*, both of which will 
be proposed as Special Resolutions.-— 

Special Resolutions 

1. THAT die Memorandum of Association of the Company be and is hereby amended by adding the following new Clause, to be numbered 10, which is 
hereby adopted and approved by the Company:— 

"10. The Company is a public company." 

2. THAT:— 

(A) subject to and conditional upon:— 

( 1 ) the pasting ar the Scparkc General Meeting of the holders ot issued shares of LLS40.01 each in the capital of the Company ("Shares") or any adjourned 
such meeting of the resolution set our in die notice of such running included in die circular from die Company dated 2 July 1992 {the "Circular") 
addressed to the holders of Shares, die holders of international depositary receipts evidencing Shares and the holders of bearer depository warrants 
entitling the holders each to subscribe for 20 Shares (the "Depository Warrantholders”); 

(b) the passing at foe Meeting of foe Depositary Wanantbolders or any adjourned such meeting of the resolution set out in foe notice of such meeting 
included in die Circular; 

(c) the Shares being admitted to listing on foe Irish Unit of The lntenutioiul Stock Exchange of foe United Kingdom and foe Republic of Ireland 
■ Limited or on an alternative exchange considered by the directors of foe Company (the "Directors") to be of appropriate international standing either 

unconditionally or conditionally upon implementation of the proposals outlined in the Circular (foe" Proposals or any part or pans thereof or upon 
passing of this Resolution or implementation of any part or parts hereof, in each case on terms acceptable to the Directors: 

(d) the approval by the United Kingdom Board of Inland Revenue of foe arrangements proposed and made by the Company for the purposes of Section 
130(3) of the Finance Act 1988; and 

(e) die consent by or on behalf of the Finance and Economics Committee of foe States of Jersey being given to foe Proposals, including foe adoption of 
new Articles ot' Association pursuant ro paragraph (Q of this Resolution, 

the Proposals be and are here b y approved and ibe Directors be and are hereby authorised ro implement the same in accordance with the terms of this 
Resolution commencing on 30 September, 1992, or if at such date this Resolution shall not have become unconditional, on foe dace falling on the business 
day in London and Jersey after the dace on which this Resolution shall have become unconditional (foe “Emigration Date") and in connection therewith:-— 

(ai) die Company be and is hereby authorised to enter into an agreement supplemental u the agreement between the Company and Morgan Guaranty 
Trust Company of New York. Brussels Office dated 16 September, 1988 (die “Supplemental Optica A greem ent") providing for die amendments 
described in the Circular to cake effect on the business, day in London and Jersey folkwing the Emigration Date (the “Eftecnuc Date”): 

(bb) the Company be and is hereby authorised to enter into an agreement supplemental to foe agreement between die Company and Lloyds Bank Trust 
Company (Channel Islands) Limited ("Lloyds") dated 7 September. 1988 (the “Supplemental Custodian Agreement”) providing for the termination of 
the appo i ntment of Lloyds as custodian; 

(cc) the Company be and is hereby authorised to enter into an agreement (the "New Custodian Agreement") with The Chase Manhattan Bank, N.A 
("Chase”) providing for the appointment of Chase as custodian ro the Company upon termination of the appointment of Lloyds as custodian; 

(dd) the Company be and is hereby authorised to enter into an agreement supplemental to foe agreement between foe Company and Schroder Investment 
Management Limited (“SIM”) dated 7 September, 1988 (the "Supplemental Investment Management Agreement") providing for foe amendments 
described in foe Circular ro take effect on foe Emigration Date; 

(ee) foe Company be and is hereby authorised ro enter into an agreement supplemental to foe agreement between foe Company and SIM dated 
7 September, 1988 (the "Supplemental Secretarial Agreement”) providing for foe termination of foe appointment of SIM as secretary: 

(ft) foe Company be and is hereby authorised ro rarer into an agree m ent (foe "New Secretarial Agreement") with Schroder Management Services Jersey) 
Limited (“SMS") providing for foe appointment of SMS as secretary of the Company upon termination of the appointment of SIM as secretary; 

(gg) the Company be and is hereby authorised to enter into an agreement supplemental ro foe agreement between foe Company and SMS dated 
7 September. 1988 (die "Supplemental Administration Agreement”) providing for foe amendments described in foe Circular ro take effect on foe 
Ef fe c tiv e Date; and 

(hh) the Company be and is hereby authorised to rater into an agreement supplemental ro foe agreement between foe Company, SMS and Lloyds dared 
7 September, 1988 (die “Supplemental Administration Agency Agreement**) providing for the amendments described in foe Circular to take effect on 
foe Effective Date, 

earh such Supplemental Option Ag ree ment, Supplemental Custodian Agreement, New Custodian Agreement, Supplemental Investment Management 
Ag r ee m ent. Supplemental Secretarial Agreement, New Secretarial Agreement, Supplemental Administration Agreement and Supplemental Administration 
Agency Agreement being in die form or substantially in the form of foe draft produced ro the meeting and initialled by foe Chairman for foe purpose of 
identification; 

(B) foe share capital of the Company be increased with effect on die Effective Date ro U.S£92,!00 by foe creation of 100 Founder Sham of U S.SI each and 
4,600,000 Unclassified Shares of UE40.01 each and with effect on foe Effective Date the unissued Shares in foe capital of foe Company on such date be 
redesignated as Unclassified Shares of UE.S0.0I, such Founder Shares and Unclassified Shares having foe rights and being subject to die restrictions sec our 
in foe new Articles of Association as adopted pursuant to paragraph (Q of this Resolution and upon such increase and redesigns cion Clause 4 of foe 
Memorandum of Association of the Company be amended accordingly so that all existing references to foe share capital of the Company therein be replaced 
with references to such share capital as increased and redesignated pursuant 10 and in accordance with this paragraph (B); 

(Q with effect on the Effective Dare, foe new Articles of Association produced ro foe meeting and initialled by foe Chairman for foe purpose of identification 
be adopted ro foe exclusion of all existing Articles of Association of the Company; and 
(D) with effect on and from foe time and dare on which die allotment and issue of not less than 100 Founder Shares shall have been completed in accordance 
with foe provisions of die new Articles of Association as adopted pursuant to paragraph (Q of this Resolution, die existing issued Shares of the Company 
shall pursuant to Article 55 of the Companies (Jersey) Law, 199] and in accordance wifo Article 5.7 of such new Articles of Association be convened into 
Participating Redeemable Shares of U-S.S0.01 each having foe rights and being subject to foe restrictions set out in such new Articles of Association. 

NOTICE OF SEPARATE GENERAL MEETING OF THE HOLDERS OF ISSUED SHARES 
NOTICE IS HEREBY GIVEN that a Separate General Meeting of the holders of issued Shares in the capital of the Company will be held ar the offices of 
Schroder Investment Management Limited at 33 Gutter Lane, London EC2V BAS on Monday, 27 July, 1992 at 2.45 pm. (or so soon thereafter as foe 
Extraordinary General Meeting of foe Company convened for the same day and place shall have been concluded or adjourned) to consider and, if drought fit, to 
pass die following resolution:— 

Resolution 

THAT this matin g hereby consents to and sanctions on behalf of foe holders of all foe issued shares of U&S0.01 each in foe capital of foe Company (the 
" Shares”) every variation and abrogation of foe rights attaching to snch Shares which may result from Resolution 2 set out in foe notice of foe Extraordinary 
General Meeting of foe Company convened for 27 July 1992 being passed at such meeting or any adjourned such meeting or from foe implementation of 
any part or parts thereof including (without limitation) foe adoption of new Articles of Association of the Company and foe conversion of existing issued 
Shares into Participating Redeemable Shares of U5.S0.01 each in the capital of foe Company pursuant to such resolution. 

FURTHER INFORMATION 

Details of the background to, and the reasons for. the proposed resolutions are contained in a circular (“Circular”) from foe Company dated 2 July, 1992 and 
addressed to foe holders of Stores, foe holders of IDRs and foe holders of bearer depositary warrants entitling foe holders each to subscribe for 20 Shares. Copies 
of the Circular, together with the pink form referred to below; may be obtained by holders of IDRs from the offices of Schroder Investment 
Management limited at 33 Gutter Lane, London EC2V 8AS or from the Depositary or any of the Agents at the addresses respectively specified 
below. 

The attention of the holders of IDRs is particularly drawn to the quorum requited at the Separate General Meeting and at any adjourned such 
meeting which » set oat in paragraph 2 of “Voting and Quorum” below. Ea light of these requirements, IDR-Holders are particularly requested 
to instruct the Depositary as to the exercise of the voting rights attributable to the Shares evidenced by the IDRs they hold. 

VOTING AND QUORUM 

1. EDR-Holden may by concession of the Board attend but arc nor entitled to vote at foe Extraordinary General Meeting or foe Separate General Meeting 
and should instin ct foe Depositary as ro foe exercise on foeir behalf of foe voting rights attributable to foe Shares evidenced by foe IDRs they hold. A pink 
form of voting instructions in respect of foe resolutions to be proposed at die Extraordinary General Meeting and foe Separate General Meeting may be 
obtained from the offices of Schroder Investment Management Limited at 33 Gutter Lane, London EC2V 8 AS or from the Depositary or any of the Agents 
at foe addresses respectively specified below. Any EDR-Holder wishing to vote should complete the pink form of voting instructions in accordance wifo 
foe instructions primed on it and return it as soon as possible, and, in any event, so as to be received by foe Depositary by Wednesday, 22 July, 1992. 

Alternatively instructions as to voting may be given to the Depositary at foe address given below (Attention: Securities Department—telephone 
32-2-508.82.15—telex 21752 MORBK B) in writing not later than Wednesday 22 July 1992 and will not be valid unless there is delivered ro foe office of 
foe Depositary or to any of foe Agents at foeir addresses respectively specified below either (i) the IDR m respect of foe Shares for which such instructions 
are given or (u) a certificate from an Agent. Eurodear or Cedd to foe effect that such IDR has been deposited with it and is to be held in a blocked account 
to its order until after the meetings or any adjournments thereof. IDR-Holders must indicate to foe Depositary or the Agent (as the case may bel to whom 
the IDRs should be returned after the meetings or any adjournments thereof. 

The Company has agreed ro pay all fen charged by foe Depositary relating to foe exercise of voting rights in respect of Shares evidenced by IDRs at foe 
Extraordinary General Meeting and foe Separate General Meeting. 

2. The quorum required at foe Extraordinary General Meeting is two shareholders present in person or by proxy and entitled ro vote and to be passed foe 
Special Resolutions require a majority in favour of two-foiids of foe votes cast at foe Extraordinary General Meeting. The quorum at the Separate 
General Meeting is the holders of at least one-child of the issued Shares and to be passed the resolution requires a majority in favour of 
three-fourths of the votes cast at the Separate General Meeting. If a quorum is not present within half an hour from the time appointed for the 
Separate General Meeting, foe meeting will stand adjourned to die same day, time and place in the next week or to such other day and at such other time 
and place as the Directors may determine. If holders of one-third or more of foe issued Shares are not present within fifteen minutes from foe time 
appointed for holding the adjourned meeting any shareholder or shareholders present win then constitute a quorum. 

AVAILABILITY OF DOCUMENTS 

Copies of foe Deposit Agreement may be inspected, and copies of foe Circular, together wifo the pink form, foe Annual Report and Accounts of die Company 
for foe year ended 30 June, 1991 and the Interim Report for foe period ended 31 December. 1991 may be obtained, by holders of IDRs from the offices of 
Schroder Investment Management Limited at 33 Gutter Lane, Loudon EC2V 8A5 or from die Depositary or any of die Agencs at the addresses respectively 
specified below 

DEPOSITARY 

Morgan Guaranty Trust Company of New York 
Avenue des Arts 35 
B-1040 Brussels 
Belgium 


60 Victoria Embankment 
London EC4Y 0JP 
England 


AGENTS 

Morgan Guaranty Trust Company of New York 
Mainzer Landsaassc 46 
D-6000 Frankfurt-am-Main 
Germany 

Kredietbank SJV. Luxembourgaoise 
43 Boulevard Royal 
P.O. Box 1108 
Luxembourg 


Stockerstrasse 
Zurich 8023 
Switzerland 


2 July, 1992 


Morgan Guaranty Trust 
Company of New York 


National Home Loans 
Blue Chip Interest Rate 

for the period from 1st July to 30th September, 1992 is: 


FOR HOME PURCHASE 

COMPLETED BEFORE 1st APRIL J991 

11.187% APR 11.84 

FOR HOME PURCHASE 

COMPLETED AFTER 1st APRIL 1991 

1L68795) APR 12.3% 

FOR REFINANCING 

1L687% APR 123% 


Forfiirther information contact: 

The National Home I/iaiis^^Cor^radon pic 

St Catherine’s Conn, Herbert Road, Solihull, West Midlands B913QE. 


AUSTRALIAN AND OVERSEAS 
TELECOMMUNICATIONS CORPORATION LIMITED 

ikmteriyAustralian TotocanmtmtzBtians Ccmmssml 

(Uie'Ctaporetmn 

Australian Company Number 051 77b 556 

AS250,000,00012 M2, per cent 
Guaranteed Exchangeable Notes due 1992 

(IfWNixesf 

guaranteed as to payment of principal and interest by 

THE COMMONWEALTH OF AUSTRALIA 

NoSco is hereby mwm la the holders ol the Notes (fro -NoWvj m« i« The Law 
Debenture Tiusi Coreoratton pj.c. (the Trustee!, as lms»« tor me Noieholdeis. has 
agreed with the Corpareban and Sonus! Montagu S Co. Lmnad (as Heietanco Agani 
and Exchange Agent) to esdand the period during which the Exchange Rights (&3 defined 
in Condition IS as printed on the revnee of the Note*) may M emicaed up lo and 
kictedhg del Ju»y, 1992. (w) acoonfcigfy, 2lst July, 1902 a me tao daw on whten 
Noteholders may. m acCOT ten ce with the terms ot tha Exchange Agreement (as defined 
m the Condforte U printed on the wveree of the Notes), exenaae the Exchange Rights 
to exchange their Notes lora She nominal amount of Bib Corporation's '2 ia per cert 
Telecom Autfrafe Stock 1M2. Senoe »10 (the "Low Stock") and in] the Truoee ties 
suthomed Bie puhtoebon of Bib nOMe on me date stated below. 

Delate of ti» Loan Stock; the Exchange RgMs and the Eamange Fee (as defined m 
Exchange Agreement) are set twth m Uw Oftermg Clroisrs rotating to the issue of the 
Notes and the Exchange Agreement, copies ot whch are avalabie from me pnnapat 
office of theTiuaue wf tho apeetfiedoffices or me Paying Agents ported^on the reveree 
of the Notes end the offices of Samuel Montagu A Co. Unwed. 10 Lower Themes Street 
London BC3R6AE. 

Union previously redeemed or exchanged and cancelled tn purchased and cancelled, in 
each con as prowled In the Conddwns ot the Notm. the Notes be redeemed at ther 
pterapol amount on let August 1992. 

By: The Royal Bank of Canada 

ro pmopat Psytng Agent tar and on henalf of 
Australian and Ovenwaa T ele comm unication* Corporation Limited 
M July, 1892 


J\ 
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_ RECRUITMENT _ , , 

The scrapping of whole layers of management leaves less room for top talent 

imerous prized T A Tl _ . a _ J I* __ j . _ ^ __ 1 ^ . J . 


JOBS: 


AMONG the numerous prized 
/% qualities possessed by Jobs 
JL m. column readers. It seems, 
not the least is an unusually long 
memory. Take for instance the 
antiquated pop song, "How do 
you speak to an angel?", cited 
here four weeks ago. No fewer 
than 29 of you claimed to recall 
same - over half identifying it. I 
think correctly, with Dean Martin 
in the early 1950s - including a 
civil servant who sort of sang the 
whole thing over the telephone. 

Nevertheless I doubt that as 
many of you can come up with 
the goods on today's test, even 
though the quotation which 
needs to be identified is a good 
dozen years more recent. It goes: 

The most intangible and yet by 
far the most important factor in 
improving industrial efficiency is 
the quality of industrial manage¬ 
ment. There is now a growing 
interest in management education, 
and it is expected that in the next 
few years the increased quantity 
and quality of management educa¬ 
tion of all kinds will be making an 
important contribution. 

The source, in fact, is Britain’s 
one and only National Plan, 
published in September 1965. And 
my reason for recalling it is that 
now. after nigh on 27 years, there 
appears to be a possibility tbat 


to show itself 


Where to find future company leaders 


one of the assumptions buried in 
it may at last prove justified. 

Even so. there is no shame in 
Calling to remember the plan as 
originally formulated, because 
besides being a unique exercise it 
was an extremely short-lived one. 
Just about the only aspect of it 
tbat remains at all contentious is 
why the British security services 
were sent to comb London for a 
pre-publication copy which went 
missing just before the launch. 
(Certain government officials of 
the day allege that the Jobs 
column’s esteemed colleague 
Samuel Brittan. who advised on 
the plan, left the said copy on a 
bus: Sam himself dismisses such 
claims, saying he only thought 
he'd left it on a bus.) 

By contrast, almost everything 
planned in the plan was swiftly 
and conclusively decided by 
events, in the adverse direction. 

Perhaps the prime example is 
referred to in my quotation. For 
the thing to which management 
education was officially expected 
to contribute was a projected 
average growth in national out¬ 
put of around 4 per cent a year. 


Indeed such was the planners’ 
faith in management education 
that, if I remember aright, they 
expected it alone to generate an 
eighth of the envisaged growth 
rate. And while the quotation 
talks of all kinds of management 
education, the faith was mainly 
invested in one sort: the master’s- 
degree courses then being set up, 
particularly in the specialist 
university business schools at 
London and Manchester. The 
expectation was that the Masters 
Of Business A dminis tration and 
such produced by those courses, 
would soon take over the topmost 
tiers of British management 

The fact that they largely 
haven't done so vindicates the 
few sceptics of the time. Their 
argument was that the executives 
already in post, while perhaps 
Ignorant about Bayesian decision- 
trees and the like, had certainly 
gained political skills in fighting 
their way up the promotional 
ladder. They would therefore find 
ways of stopping the MBAs from 
being inserted above them. 

But although the past quarter 
century has seen the sceptical 


view prevail, the last three or 
four years have brought changes 
that could well countermand it 
With organisations scrapping 
whole tiers of management, there 
are not only far fewer people in 
middle-rank blocking positions, 
but often no longer enough lower 
rungs on the ladder for it to 
provide adequate training for 
work on the highest perches. So 
where are the future big-company 
leaders to come from? 

Well-while the answer given 
by some observers of the British 
scene goes “Eton, Winchester... 
and Oxford, of course”-the 
majority of senior managers and 
headhunters I've sounded are less 
cynical. They’re more inclined to 
think MBA courses may at last 
come into their own, despite the 
bad effects of importing ear¬ 
marked “crown princes” on the 
motivation of other employees. 

There is. however, at least one 
exception in the headhunting 
field who maintains there is no 
need for companies to court such 
dangers. He is psychologist Rob 
Irving of the Whitehead Mann 
consultancy in London, who 


besides having tested some 2,000 
managers of all ranks over the 
past six years, has made a special 
study of 300 senior executives 
ranging upwards from functional 
directors of subsidiary companies 
to group chief executives. 

As a result, he believes that 
far from having to recruit out¬ 
side, all companies need do to 
find their fixture leaders is look 

searchingly at those working in 
their more junior ranks. For the 
traits making for success at the 
heights are identifiable by the 
time people are in their late 20s. 

Moreover, when it comes to 
intellectual skills such as verbal 
and numerical reasoning, the 300 
proven performers’ test scores 
cast doubt on the relevance of the 
MBA qualification to practical 
company leadership. While they 
resembled the generality of 
managers in scoring in the top 
15-10 per cent of the population, 
they did not show the still more 
rarefied intellectual cast of mind 
associated with academic degrees 
at master’s leveL 

Where the 300 do differ from 
managers in the large sense is in 


personality. They are somewhat 
more extraverted than pure 
chance would predict and, at the 
very highest rank, considerably 
more intuitive and visionary. But 
their most marked differences are 
in three particular areas. 

First, they have a voracious 
need for "power. ‘ “In a group of 
managers picked at random, 
they’d stand out as domineering,” 
Rob Irving says. “It's" not just 
that they like taking charge; it's 
that, try as they might, they 
couldn’t do otherwise.”.- 
. Second, they' are avid for 
: personal achievement,, not only 
having extremely high aims, but 
being tireless and ruthlessly 
competitive in pursuing same. 

Their third big distinguishing 
mark is a propensity for planning 
ahead in the sense.-of making a 
firm'decision as to what is going 
to happen, and getting others to 
bring it into being. Typically, too. 
they find calculated risk-taking 
attractive, whereas -the bulk of 
managers are averse from it 

True, the picture emerging 
from the study is something less 
than humanly appealing. . But 


that’s not the point. Rob firing 
says. As things are. people d 
sort portrayed seem to be the 
best at heading big companies, 
which in turn are essential to 
modem economies. So if the rest 
of us want to prosper materially, 
we'll just have to grin ana bear it. 


N OW to a job offered by Greek 
headhunter John Piperoglou 
of the Stedima consultancy on 
behalf of one of his country s 
banks. As be may not name it, he 
promises to abide by 
requests not to be identified to 
his client at this stage. 

Being about to open an office 
in London, the bank wants some- 
one to run and build -it swiftly 
into a fully fledged branch, with 
emphasis on private banking and 
portfolio management, and cur¬ 
rency and other asset dealing. 

Besides familiarity with same, 
candidates need success in man¬ 
aging and developing a separate 
profit-centre. Fluency in Greek a 
distinc t advantage. 

Salary at least £60,000 plus 
bonus on results, car and other 
typical City-banking perks. 

Inquiries to 3 Hatziyianm-Mexi 
Str, GR-115 28 Athens; tel Greece 
1-723 4771. fax 1-721 1414. 


Michael Dixon 


Head of Compliance 


PRIVATE CLIENT 
PORTFOLIO MANAGERS 


International Fund Management 


c.£45,000 + Car + Benefits 

Opportunity to manag e nwnplfan ce anti company secretarial functions 
in secure, profitable and growing Investment Manag ement Company. 


London 


Successful Bristol based 
independent investment 
managers urgently require 
additional Portfolio Managers 
with an existing client base. 
An exciting chance to join an 
enOmriistic dwAipng iwm. 


THE COMPANY 

& Well established, successful UK subsidiary of 
powerful US parent. Over $60bn of assets under 
management worldwide. 

^Strongly performing, stable and innovative. 
Hallmarked by professionalism and diversification of 
products and markets. 

O London is hub of global business growth. 

THE POSITION 

Leading an established and well maintained 
Compliance function in London. 

O Providing expert advice on UK and other international 
regulatory environments and emerging markets. 


O Totally involved in the business, in product 
development and providing financial reporting and 
management information. 

QUALIFICATIONS 

<£> At least two years' experience of Compliance, gained 
in banking or investment management. Aged over 
30 with international perspective and total familiarity 
with IMRO. 

•^Experience of company secretarial work, US 
Securities regulations and accounting prefered. 

O Enjoy non-hierarchical, meritocratic environment. 
Excellent career development opportunities. 

O Candidates must be available for final interviews in 
New York. 

Please write, enclosing full cv, Ref L2626FT 
54 Jcrmyo Street, Loudon SW1Y 6LX 


Please write with G V. in 
mnliilwiM fry Boot A1888, 
Financial Time*, One Soathwifc 
Bridge, Loadnn SE19HL 


INVENTORY 

ANALYST 


Rapidly growing oil trading 
firm an aggressive ana¬ 
lyst fix planning and control of 
its European inventories. 
Responsibilities win be 
focused on * newly acquired 
refinery, akmg_wiih Terminal 


rue c andi date should be apro- 
ficieat system user, both 
ffiimfinin and PC. 

Ofl industry/inventory experi-. 
ence preferred, German • 

. speaking helpfoL 



WBSBUBCanPWIJD-aNormaaB Kiarfcent imerpWloaal aaBodmBdonaipan y 
LONDON 0714936992 * BtRRCNQBAM 021 2334636 • SOUGH 07538192Z7 • BBBIOE.QZ72 29U42 
GLASGOW041204 433* • ABERDEEN 0224 656080 • MANCHESTER • 0625 539953 - 


BoxNd. A1881, Financial 
Times, One Southwark Bridge, 
London SE19HL • 


Develop your career within a 

HIGH-PROFILE TREASURY TEAM 


Central London 


Our client, a Emultibillion turnover pic, has a 25- 
strong Treasury Department which utilises the 
most advanced technology and has established 
an impressive reputation in the financial 
community. Expansion and internal promotion 
create the following key positions within this 
centralised treasury function. 


exposure in order to devise and implement 
suitable hedging programmes. The role requires 
substantial experience of swaps, futures. FRAs 
and options, in either a financial/commodity 
trading environment, or corporate treasury. 
Reference: GFI/13775/002/FT. 


Risk Management Analyst 
to £40,000 + car 

The company has an increasingly complex £3.5 
billion debt portfolio made up of a number of 
currencies with a range of maturities of both 
fixed and floating liabilities. Your 
responsibilities will encompass monitoring 
market movements and analysing the company's 


Senior International Dealer 
to £40,000 + car 


You will be responsible for managing the 
company's foreign exchange activities in both the 
spot and forward markets whilst providing a 
consultancy service to other parts of the group. In 
addition, you will have prime responsibility for 
short-term funding and investment in currencies 
other than sterling including the management of a 
United States Commercial Paper Programme. 
Reference: GFI/0005Q/002/FT. 


For either role, you will probably be a highly 
numerate graduate with outstanding intellectual 
and analytical abilities, as well as the necessary 
technical skills and experience. You should 
possess strong interpersonal skills to enable 
communication at all levels throughout foe 
company and financial community. There are 
exceptional opportunities for personal 
development in this large and sophisticated 
treasury operation. 


Please send a comprehensive cv including 
current salary details and quoting foe appropriate 
reference. Address to the Security Manager if 
listing companies to which it should not be sent 
PA Consulting Group, Advertising and 
Communications, 123 Buckingham Palace Road, 
London SW1W 9SR. Closing date for receipt of 
completed applications 15 July 1992. 


13 \ Consulting 
lii. Group 


Creating Business Advantage 


Executive Rrcrnumon • Hainan Raourcc Consotaocy • AdvwnMngwdCaaM —i e ad w a 


Central and Eastern Europe 


Schroders has a specialist team developing and executing business in the 
region, ft is involved in particular with privatisation, acquisitions and joint 
venture assignments, as well as the provision of general financial advice It is 
especially active in Czechoslovakia, Hungary and Poland. 


As a result of growth in the business we wish to recruit an executive to join 
the team. You will be based in London, but will be expected to travel in the 
region. You will support the country specialists in developing and executing 
business. 


Likely to be in your mid-twenties, you must be a graduate with a 
legal/accountancy qualification, or relevant experience in investment banking 
or strategic consultancy. A knowledge of Central and Eastern Europe is 
essential. We are also particularly interested in people who can speak 
relevant local languages. 


INTERNATIONAL OIL GROUP 
Seeks to recruit for its London office a 


CRUDE OIL AND PRODUCTS 
OPERATIONS AND 
MARKETING ANALYST 


The benefits package will include a mortgage subsidy, performance-related 
bonus, non-contributory pension and private health cover. 


A full understanding of die legal implications of tbe 
contractual terms and conditions applicable to (he sale 
and purchase of crude oil and products is essential. 
Candidates should have a proven ability to handle and 
supervise operational programming of crude oil and 
product cargo liftings and deliveries, with particular 
emphasis on operational activities in the Mediterranean 
and North West Europe. Candidates will also be 
familiar with crude oil processing economics and 
refinery margins and will have an adequate knowledge 
of shipping including chartering and post fixture work. 


To apply, please write, including a curriculum vitae, to Rachel Harry, 
Personnel Executive, Schraders pic, 120 Cheapside, London EC2V 60S. 


ft Schroders 


The successful candidate will have at least 15 years 1 
experience (at least 7 years at senior level) and will be 
fluent in English and Arabic. A major European 
language (preferably Italian, French or German) will be 
an advantage. A competitive remuneration package is 
Offered. 


Please reply to: 

Box A1895, Financial Times, One Southwark Bridge, 
London SE1 9HL 






Sales & Marketing Focus 
Location: Port Moresby, Papua New Guinea 


operates a fleet dmsating of an AiifausA310, seven FokkerF28 
and two deHaviUand Dash 7 aircraft servicing an extensive domestic network and 


and two de HaviDand Dash 7 aircraft servicing an extensive domestic network and 
internationally to Australia and South East Awl The airline is profitable, growth 
oriented, customer focused and com mi tted to techiflcal excellence. 

The thrust of the Commercial Director's rote will tie to maintainand enhance foe 
airline^ image, service, scheduling and pricing directions tomeet market demands and 
maximise revenue ham passenger, cargo and tourism ptoduds.; Reporting to the Chief 
Executive; the Commercial Director controls a local and-reglonal steff group numbering 
around 300 including functional managers responsible for passenger and cargo sales, 
marketing, reservations, tariffs, scheduling and regional operatioris.- 
This appointment calls fora senior airline industry.executive with extensive arvef 
appropriate experience. This would likely have beat gained as foe top commercial 
executive in an airline operating in a competitive environment, preferably with both 
domestic and international operations, and with a particular emphasis on sales and 
marketing functions. 

This position carries a very attractive expatriate remuneration package which includes 
salary, gratuity, vehicle, housing and other ematriate benefits, and is negotiable enough 
to attract a very high calibre candidate. Based in Papua New Guinea's capital city Port 
Moresby, the environment provides a substantial expatriate community with excellent 
accommodation, recreational and education facilities. 


JU, 


enquiries to MIFF JAMES 
br2%%y*i992 quo&^MNt^<^O fenred) 




PO Box 461 North Sydney2059, AustraBa 



BARJNGS 


Banking and Capital Markets 


Barings wishes to recruit an executive for its Banking and Capital 
Markets department which is active in arranging debt finance in the 
banking and capital markets for a broad range of borrowers. 

Candidates should have 2 or 3 years relevant experience and should 
be energetic, imaginative and able to communicate well. They will be 
aged 23-26, university graduates and possess a high degree of 
numeracy. 


Salary will be negotiable according to experience and tbe package 
includes a performance related bonus and other benefits, including 
mortgage subsidy, commensurate with a leading merchant bank. 

Applicants should write, enclosing a curriculum vitae and details of 
current remuneration parage to: 


Sheila Milbank, Personnel Manager, 
Baring Brothers & Co., Limited, 

8 Bishopsgate, London EC2N 4AE. 


CORPORATE ANALYST 

c. £60k 


BasedU.IL 



Leading, publicly quoted software and computer services group wishes to 
appoint a Corporate Analyst to focus on international investment 
opportunities,particularly in the U.S.A , 


A minimum 3 years' expcricnce in cpiporate finance or investment with 
emphasis on appraisal and valuation of emerging companies is required. 


This new position, adding to a smallhead office team, and reporting to the 
Deputy Chairman, offers outstanding carer opportunities for an exceptional 
candidate. Extensive travel will be required. v . (:'■. 


Apply in writing with full C.V. to Bov A1893, Financial Times, 
One Southwark Bridge, London SFJ -9111... 


Au ' 
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PROVIDIN’ i 


INVESTMENT ANALYST 

HIGHLY ATTRACTIVE PACKAGE 
EDINBURGH 

Scottish Prowdertis one oftbe (norfpropw^'financW in$taut««lnihcl^nwkrting 
anrawativerar^of^pensk«ardimtttfncft~pixxlucb ind e pendent 

faandal advisers. 

ThsisanewpostkMve^fwtoflhe oral ebmparie^ 

Manager-UK Equities. Wfe are looting to . c»rirB«l«fnentintimarea. 

undertaking-business appruab and making 

With at least th r ee years' post-graduate eapenencegained in investment appnfeal'you must 
be dbfe to demonstrate a successful back recordin smal business anaJy^ app^isai and 
investment Mary oTyourdedsons wt be based on yourabSty to judge people accurately. 
You vrii need eMCdMcomnuettlta 

own initiative and ako axYtrfoutetothe.^ of the team. 

In return, vve offer a h^gjhly attnklte remunerationpackage which may indude relocation 
assistance, were appropriate; rex»-cohtit>utqry pension and He asurmce scheme^ private 
medkai insurance and mortage subsidy scheme. Abwe a^.itis an ewcelent opportunity for 
you to devdop your career with adynamfcaxl progre^^ > > 

To apply, please write with romprehensiveCVtoMrDB Adams, Asastant .§/§/ 
General Manager ^rsooneQ, Sas^ Prwident 6 St Andrew Square, w|# 

Edmbur^i Bi2 2TA -i - '• . "T; 

Scottish Provident Is an Opportunities Employer 


|| Enskilda Asset Management \ 

Fund Management - European Equities 

Excellent Package 


City 

Enskilda Asset Management is responsible for the international fund 
management activities of Ska ndinaviska Ensldkia Bariken, Sweden's largest 
commercial bank. Since its establishment in 1990, the global fund 
management group tn London has consistently attained upper quartUe 
pftffon n anc e , rapidly achieving market recognition a$ a leading player. 

Due to substantial growth in funds under management, there is an 
Immediate need fora capable individual to join the young, high calibre team 
based in London. 


He successful candidate will focus primarily on major Continental 

European markets on a multi-sector basis. He/she will apply a rigorous Theexct 

"bottom-up"' approach to assessing stock value and _ 

proposing investment strategies. The brief is to make a major S) “ 

contribution to sustaining the group's excellent performance fc^TTa «1I ALEWT IE § 
by adiieving consistently above average returns. Ms A©©<QC3IATIE© 


Educated to degree level and probably aged in their late 20s to early 30s, 
candidates should have about 3 years' relevant fund management 
wperience. Ideally, this should have included exposure to the French, 
Italian and /or Spanish markets, though this is not mandatory. Thlented 
research analysts ready to move into a fund management role will also be 
considered. A keen intellect, numeracy and first-rate analytical skills are 
essential and relevant language abilities would be a distinct advantage. 
Other k ey qualities include independence of mind, maturity and 
enthusiasm, as well as a strong desire to thrive in an unbureaucradc and 
performance-oriented culture. 


The excellent remuneration package comprises a high base salary, generous 
performance-related bonus scheme and other bank benefits. 

fTTC 1 ® il Interested applicants should write, enclosing a 
il in* E3 I detailed CV, to Roger Howell at the address below, 
iTE© J] quoting reference number 123J. 


MANAGEMENT SELECTION 

32 Old Burlington Street, London W1X 1LB Fax: 071-287 2821. Telephone: 071-287 2820. 

A GKR Group Company 


INVESTMENT MANAGEMENT 

Stewart Ivory is recruiting an investment ' manager 
to join its team. 

Applicants should have good intellects and must be 
numerate, literate and articulate. They should be 
experienced investment managers and the successful 
candidate is likely to be aged between 28 and 32: 

Applications should fee made in writing to: - 
';-JGrD Fd^ison/. 

Stewart Ivory & Company Limited 
4S Charlotte Square : 

. . : Edinburgh EH2 4HW 



INTERNATIONAL OIL GROUP 

Seeks to recnitfor Its London affiliate the position of a 

SHIPPING CONTROLLER 

A full understanding of the legal knpfcattons of the 
terms and conditions of all types of contracts for the 
carriage of crude all and Its derivatives and of 
chartering and shipping operations including post 
fixture work is essential. Cancfldafes.stxxjld; have a ful 
understanding of the terms of marine insurance 
contracts end a sound woridng knowledge of cargo 
tossfoSawip. • 

The successful candidate win have at least 5 years' 
experience In a similar position at senior level and wifl 
be fluent In English and Arabic. A major European 
language (preferably ItaSan, French or German) wfibe 
on advantage. 

A competitive remuneration package Is offered. . 

Write to Box A1886, Financial Times/ 
One Southwark Bridge, London SET 9HL 


Chief Financial Officer 
Polish Bank 

Recently established, wefl capitalised hank headquartered in a 
major Polish city, with plans to expand.tfwoughqutPoland, 

Chief Financial Officer to oversee afl accounting .treasury,audting 
and other-staff functions. Weal candidate will have CPA and/or 
MBA, and 8-10 years experience. Candidate must be able to devm- 
op and implement al rejxwtlng, eompSance and control systems in 
an IBM AS400/IBIS systems environment ■ 

Candidate must be fluent In Polish and English. Competitive salary, 
benefits and relocation package. Fax resume and salary require¬ 
ments to: 

Potato Bank Search Comm&tee.dta L Gatorailh. 

203 525 2083 in the U.a 


APPOINTMENTS 

ADVERTISING 

appears every 
Wednesday & Thursday 
& Friday (International 
edition only) 


For further information 
please call: 


Richard Jones on 

071-873 3460 

Teresa Keane on 

071-873 3199 

Alison Prin on 

071-873 3607 

Philip Wrigley on 

071-873 3351 


Business Supp< 


A genuine business management position for an experienced mana ger who can make a significant 
impact on the operational efficiency of this leading derivatives group. The Bank is at the forefront of 
product technology and has an outstanding record of profitability and sound risk management. The 
operating environment is demanding and offers the latitude and autonomy to implement change. The 
prospects for career development are excellent. 


THF. ROLE 

■ Lead a team of 35 people with 3 direct reports 
maintaining max imam effectiveness and efficiency of 
opc radons. 

■ Build a strong rapport with the marketeers, traders and 
senior infrastructure managers, constantly looking to 
improve business efficiency and the levels of client 
service. 

■ Drive the business to accommodate new product 
development, assessing and implementing necessary 
technological change and the related tax, compliance 
and credit issues. 


THE QUALIFICATIONS 

■ A high calibre graduate, aged 30 and over, with a broad 
knowledge of financial products and exposure to 
investment banking operations and systems. Likely to be 
a qualified professional in a similar role, or a consultant 
to the financial sector (management or systems). 

■ Demonstrable people and process management skills with 
an appetite for change, an eye for detail and a strong 
sense of direction. 

■ Excellent communication skills with the stature and 
confidence to interact with the trading floor. Tenacious, 
resilient with a hands-on approach <o res-.living business issues. 


London 071-973 0889 
Manchester 061-437 0375 


Selector Euro pe 


Please reply, enduing (nil Jetails ICC 
Selector Europe, Ref F7H2062L, 

16 Connaught Place, 

London, WJ ZED 


WARSAW 

We are a rapidly-growing, Western-Polish company 
with a strong management consulting presence and 
reputation. We are currently expanding our capabilities 
in the related fields of Venture Capital, Fund 
Management and Corporate Finance. 

We are looking to recruit entrepreneurial individuals 
with relevant experience at the Director and Manager 
levels, to take leading roles in developing these 
business areas. 

A strong Polish-speaking ability would be highly desirable. 

Please reply by Wednesday 15 July 1992 to: 

Box A1887, Financial Times, One Southwark Bridge, 
London SEl 9HL 


Currency Options Broker City-based 

Our diem, one of the world's leading money broking 
businesses, wishes to strengthen its Currency Options team by 
the addition of an experienced broken 

Candidates should be fluent in French and German as well 
as English, and have wed-developed relationships with a 
number of European banks. They are unlikely to have less than 
five years' experience in currency options. 

In return, our dient offers the opportunity to earn an 
excellent salary and benefits package. Please apply, enclosing 
fud details of your previous experience, to MecBa System, 
Oofaters Business Centre, 8 Battersea Park Road, London 
SW8 4BG, quoting ref: 2003/FT on the envelope. 


BOND SALES £50k 

Kxpawfing firm . requires * Sides 
person to join to Capital Markets 
desk, with 3 years experience of 
sdEag _ .European Gem Bands to 
UK and Conti Dental dieats. 
A German speaking fixed income 
sales person is also ceqmred.- 

EOROCB TRADER £60k 

Leading Securities firm seeks a 
senior market maker in European 
Warrant* and CB’s. A good 
bona* a tra ctat e is offered to 
candida t es, who should be 
g radn ate s witii4yeMa'experieiia^ 


DERIVATIVE SALES 
Zurich £neg 

An experienced options sales peaoa 

is songfal to sell QTC Equity and 

Index long term derivatives to Swiss 

ctieota. The position will be based 
in Zorich so a knowledge of Swiss 

ftmiM ig ikwhiImI 

Please contact Anthony Isem 
JACRecnritmcnt « . ~ 

Dmmucy Hoose, J A L. 

Fredericks Place 
London EC2R 8AB 
Tel: 071796 3132 
Fan 0717964620 



Our client is a recognised leader in the field of international investment 
management with both institutional and private clients of the highest calibre. 
Its fixed interest investment department currently has over $3 billion of funds 
under management. 

The Lo»_don office is now seeking to expand its fixed income team by appointing 
an additional Fund Manager. 

The ideal candidate will have an excellent hands-on fund management 
background, with at least 7 years market experience including 5 years direct 
management of international portfolios. She/he will be able to perform within a 
team strategy and possess a proven track record in all fixed interest instruments. 
Ideally aged lete twenties to Thirties, candidates must have analytical and 
communication skills, as weD as management ability A second language would 
be useful. . 

please *****a & foil curriculum vitae to Mr Chris Nicholas# quoting ref: 16451, 
listing any companies to whom your application should not be forwarded. 

Coplan Confidential, 34/35 Skylines, Limeh a i boun Docklands. London E14 0TA. 




/GNFIDENTIAL 



TURKEY 

English, Thrirish- 
speairing business-man, 
46, seeks salary/ 
commission appointment 
in Turkey. FbimeriyQE 
of Electrical Co. for ten 
years in TUrkey and 
latterly C/E of Food Co. 
in UK. Will consider 
other sectors. 

Box A1897, Financial 
Times, One Southwark 
Bridge, London SEl 9HL 


SPOT F. X. £60,000 

Opportunity exist* within a high profile Kuropean bank for a Foreign Ktrhange 
dealer currently active in strategic position taking in cron* currencies- A 
minimum of <1 years’ experience with a profitable recant in proprietary trailing 
is essential for this senior pouiion. A gencrom performance related bonus 
scheme is in operation. 

FOB WARDS £45,000 

First dam international bank requires a Foreign Exchange ileaicr with at least 3 
years' experience running ■ major currency Farwar-I book. Familiarity with 
Arbitrage, Fwii/FwiFs. SAFE’* etc... anil aililitiunal Lnowleilgc of Orf-Dalance 
Sheet instruments is desirable. Ideal candidates would be aged between iS & 32. 

CORPORATE £40,000 

Degree educated customer denier is sought by a leading European bank In 
service its client base with the full range of Treasury products. Particular 
emphasis will be placed upon Derivatives. Candidates should have gained about 
■1 years' experience in a similar capacity on an established Corporate desk. 
Muncy in either French or German would be a distinct advantage. 

OFF-BALANCE SHEET £50,000 

Major international bank wishes to appoint a specialist FKA/Futurr* trailer. 

Dealing expertise la £. US® or Dink is necessary together with a solid Money 
Market background anti undersl am ling of Swaps 4 Options. I lira lit aged 25-30. 
graduates are preferred. 


immmnm 


I r ro.wl r i llt'i rnililiriil 


Plooie call Jarre Hampton or 
write in confidence quoting 
ref: JH1617. 

Tel: 071-696 019 V. 

12 Copthall Avenue, - 
London, FC2R 7DH. 


Investment Banking 
in Eastern Europe and Asia 

The GMA-Cadogan Partnership exists to provide 
advice, assistance and training to emerging capital 
markets in the former command economies of Central 
and Eastern Europe, Russia and Asia. (Our clients 
include the largest investment fund manager in 
Slovakia and the Budapest Stock Exchange.) Wfe are 
seeking a few senior investment bankers of high calibre 
to work with us on a project-by-project basis to help 
h anks in these regions develop an investment banking 
capability. They may be required to spend substantial 
time in dient countries. 

We invite contact from people over 40 and under 70 
who have been successful in new issues, M&A, JVs, 
project lending and international bond issues and/or 
have a talent for institution-building. Some experience 
of less sophisticated markets would be an advantage. 
Full evs please to: Beverley Eden, GMA-Cadogan 
partnership, 27 Albennarie Street, London W1X 3FA. 


U T , FiVFiTN DM MU IKVtti ftt m 


The London affiliate of a substantial international 
group seeks to recruit a Management Assistant to 
undertake a wide variety of duties with particular 
emphasis on office administration, public relations 
and image making. 

The ideal candidate would be in their early thirties 
with a minimum experience of 5 years in a similar 
environment 

A university degree, full command of at least one 
European language in addition to English, ability to 
work under pressure, flexibility to travel and 
commitment to exceDenoc are essential, 

Please send detailed CV with recent photograph to: 
Box A1891, Financial Times, One Southwark 
Bridge, London SEl 9HL 


FBD-SCHULEN 

STUTTGART 





UNIVERSITY 
OF SHEFFIELD 


APPOINTMENTS WANTED 


TREASURY 

Banker with 30 year’s experience in foreign exchange, money markets, 
preriooi metals «nd onfnmotitrigi series employment or consultancy role. 
Extensive overseas pourings and btnincsi travel mctndw Middle East, Asia 
and Australis*. Any location considered 

Telephone 0233 82-0313 (24 hours) 


FBD-Schulea Stuttgart wish to appoint 

Course Director for 
University of Sheffield BA in 
Business Studies Programme 

A full-time course director is required as soon 
as possible for this new and innovative programme 
where students will study in English the first 
year of the University’s BA in Business Studies at 
FBD-Schu/en before transferring to England to 
complete their studies. 

The Director will be involved in coordinating the 
teaching staff, liaising with Sheffield and also under¬ 
taking teaching. 

Applicants should have a good degree in Economics 
or a related area of Business Studies and preferably 
be native English speakers. 


wB&imm 

in 


, Tel. 0711/2158-152 


Closing date for applications July 8, 1992 
In addition part-time lecturers in Accountancy, 
Statistics and information Management are 
also required for this programme. Please contact 
us for further information. 


FBD-Schulen KatharinenstraBe 18 

Private Fachsehule 7800 Stuttgart 1 

furBetriebswirtschaft Telefon (0711) 2158-0 
unti Datenverarbertung Telefax (0711) 2158-187 


Chief Lending Officer 
Polish Bank 

Re con By established, well capitalised bank headquartered in a 
major Polish city, with plans to expand throughout Poland, seeks a 
Chief Landing Officer to oversee a staff of 5-10 people. Clientele 
are primarily small and medium-sued onterpnses. Ideal candidate 
will nave 8-10 years experience and formal credit training in U.S.or 
Europe. Candidate must be innovative, and able to implement a 
marketing program while administering a healthy loan portfolio. 
Cancfidale must be fluent in Polish and English. Competitive salary, 
benefits and relocation package. Fax resume and salary require¬ 
ments to: 

Polish Bank Search Committee, c'o L Galbraith, 

203 525 2083 in the U.S. 










































































ACCOUNTANCY COLUMN 


East meets West as auditing history is made 


By Hash! Syedaln 

A PIECE of accounting history was 
made recently when the signature 
dried on the audit report of AKP Sov¬ 
comflot, a Russian shipping company, 
believed to be the ilrst former Soviet 
enterprise outside banking to be fully- 
audited to international standards. 

It may come as a surprise that It 
has taken this long. But in the chaotic 
dash towards market economics in 
the Commonwealth of Independent 
States (CIS), accounting reform has 
not been a top priority. Although the 
big accountants were some of the first 
Western firms to tap into the Soviet 
Union, much of their work has been 
with joint ventures - mostly through 
the Western partner - or as consul¬ 
tants. Apart from Sovcomflot. only 
Joint ventures and one or two banks 
have so far managed - or deemed it 
necessary - to produce audited 
accounts in a meaningful form. 

The practicalities of the Soviet 
accounting system were as much 
shaped by communist rule and the 
needs of a command economy as any 
other aspect of economic or social life. 
Mr Andrew Cunningham, a partner at 
Moore Stephens and part of a UN task 
force on accounting reform in the for¬ 
mer Soviet Union, says the raison 
d'etre of accountants was entirely dif¬ 
ferent to their role in the West. 

“In the West the chief accountant is 
usually the most knowledgeable per¬ 
son about the state of a company's 
affairs," he says. “He will know every¬ 
thing going on in the business. That's 
the last thing you want in a central¬ 
ised system - you want your accoun¬ 
tants to be thick and unimaginative. 

“It used to be that all accounting 


records needed to show was whether 
production targets had been met and 
what resources were used in the pro¬ 
cess. If you were a tractor factory. all 
the centre wanted to know is did you 
produce your 2.000 tractors and what 
materials did you use, end of story.” 

He says there was no concept of 
profit, no concept of bad debt (or 
indeed of security, since all debts 
were effectively backed by the govern¬ 
ment and therefore secure) and no 
concept of return on capital. In short, 
the basic measures of performance in 
a market economy were irrelevant 
and thus unavailable. Everything that 
was recorded was done so on a purely 
cash basis. If an enterprise owed 
money, but had not paid it, it was 
simply ignored. 

C unningham believes that the con¬ 
trast with Western accounting is so 
great that without reform, the former 
Soviet Union "hasn't got a prayer”. 
Any company wanting to borrow in 
western financial markets will get 
short shrift from banks if it cannot 
provide meaningful information about 
the state of its business, he points out. 

For companies wishing to privatise, 
audited accounts are even more 
important More basic still, says Cun¬ 
ningham, how can any company 
introduce basic financial disciplines 
or plan for the future without mean¬ 
ingful accounting records set up to 
measure performance and profitabil¬ 
ity? 

It is Mr Cunningham's signature 
which lies on Sovcomflot’s audit 
report. The company was set up by 
the Soviet government six years ago 
as a vehicle for modernising the huge 
but ageing merchant fleet It is owned 
by the Russian Ministry of Merchant 


City of Westminster 


Marine and various ship operators in 
the CIS states. Head office is In 
Moscow with international subsid¬ 
iaries scattered around the globe. 

Sovcomflot's decision to be audited 
was taken for two reasons: to speed 
its path to becoming fully western¬ 
ised, and to show the crechtors of the 
offshore subsidiaries the state of the 
parent company. There is no require¬ 
ment for an international audit in the 
CIS and the accounts are not publicly 
available. But they will show a net 
worth of S8Q0m. a fleet worth $2bn. 

The shipping company 
Sovcomflot is believed to be 
die first former Soviet 
enterprise outside banking 
to be fully audited to 
international standards 

and a loss of $53.4m after extraordi¬ 
nary items. 

Moore Stephens, which specialises 
In shipping, has been working for 
Sovcomflot for several years. In 1990 
it produced a set of Western-style 
accounts for the company as a first 
step to a full-blown audit. But despite 
the groundwork that had gone Into 
the company - and the fact that 
parts of Sovcomflot were used to 
Western business methods - it was 
stUi a big leap from drawing up 
accounts to auditing them. 

One example concerns currency. 
Most of Sovcomflot's transactions 
were in dollars, so it made sense to 
produce a dollar audit. But the deci¬ 
sion over which exchange rate to use 
was difficult Until the beginning of 
this year, there were two kinds of 


roubles, one which was notlonally 
convertible and another totally non¬ 
convertible. The accounting records 
were not set up to identify them sepa¬ 
rately, but the two differ by a factor 
of more than 60. On top of that the 
□on-convertible rouble was devalued 
by Boris Yeltsin's government on Jan¬ 
uary 2 this year, two days after the 
end of Sovcomflot's accounting 
period. The auditors chose the deval¬ 
ued rate for the non-convertible, and 
the December 31 date for the convert¬ 
ible currency. 

Hard and soft roubles also featured 
in disentangling the web of loans and 
debts between Sovcomflot, the Minis - 
try and the various state shipping 
companies. When all were part of one 
giant central machine, it did not mat¬ 
ter. Now that Sovcomflot is acquiring 
an identity in its own right - sepa¬ 
rate from the Ministry and with inde¬ 
pendent shareholders - it has 
become a central issue. 

On a more practical level Sovcom¬ 
flot's location in a ministry b uilding 
meant a standard government day 
from 9am to 5pm that threatened to 
double the time required for the audit 

"There's a totally different work 
culture, says Mr Christopher Chasty, 
partner in charge of the Sovcomflot 
job. "Office workers aren't used to 
overtime. But with four Moore Step¬ 
hens staff in the Moscow Savoy at 
room rates of $340 a night Sovcomflot 
was keen to press on." 

Special permission was granted for 
the auditors to stay late. Even then 
they ended up on one occasion discov¬ 
ered at midnight by the Ministry's 
ominously titled Head of Protocol, 
who presented his business card, 
handed round Russian brandy, and ' 


then politely but firmly escorted the 
foreigners from the building. 

In spite of the problems faced by 
Sovcomflot, auditing accounts for a 
shipping company is a relatively 
straightforward business. The enter¬ 
prise’s main assets are ships - 90 
complete, and another .40 in the pro¬ 
cess of being built - which are inter¬ 
national commodities and easy to 
value. A manufacturer making- prod¬ 
ucts for the local market, by contrast, 
would be for more difficult to audit 
No one has yet seriously tried to put a 
value on stock, work-in-progress or 
machinery in old CIS enterprises and 
without that an audit is out of the 
question, Chasty argues. 

To make matters even more compli¬ 
cated, accountancy as a profession 
doesn’t really exist, Cunningham 
says. There are economists, who are 
academics, and there are accounts 
staff who are basically clerks and 
bookkeepers. In a very status-con¬ 
scious society, the accounts staff-are 
well down the social ladder, and gen¬ 
erally not a company’s high filers. 

"Gleaning information which they 
are not used to providing is very diffi¬ 
cult," says Chasty. “You have to 
explain exactly the reason you want 
certain information. If your questions 
aren't specific, they can’t answer.” 

Training a new breed of accoun¬ 
tants Is a mammoth task. At the 
beginning of this year Russia adopted 
a new Chart of-Accounts, a .basic 
accounting document drawn up by 
the UN task force. But events have 
moved so fast that the task force is 
already working on its replacement 

"If they want a market economy,” 

. says Cunningham, "they have to have, 
market accounting.” 


FINANCIAL times FRIDA Y JULY 3 

FimNCT *' 

Spraying equipment and wppli* 
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Promotion wilhin ihc Corp<H* uon h* 5 creaicd uua Mceiiem W 1 7 
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• Budgeting and forecasting 

' • I mp l em e n tation of financial poLaes 

• Secretarial and legal responribfliues 

This position icqoues a professionally qualified 

conuSe^l. financial, «d Man.geinem Acc^^b-ckgro^ 
Administrative and coownunicarica skills, with a bigb of oimpuler 

literacy essential. 

We offer ibe successful candidate an attractive rcanaaeraaon package that 
indodes car, private health insurance, and pension scheme. 

Please reply in confidence enclosing a comprehensive Queer His lory and j 
salary ecaecuiiaa lor 

salary expectation M8Jjager<MET CO Ltd, 

Gone Lane, Borrow HID, 

Cbobbam, Nr Woking. 

Surrey GU24SRD 


FINANCIAL DIRECTOR 

A highly respected international distribution company is seeking 
a Financial Director for our European operation. The posiuon 
reports to the Managing Director and is based in West London. 
The successful candidate will be a skilled professional with 
strong interpersonal skills and a background in distribution, 
preferably in FMCG products. We seek a commercially 
oriented, "hands-on" executive wilh good negotiating skills and 
the ability to influence decisions at board IcvcL You should also 
be a graduate qualified accountant .with knowledge of reporting 
to a North American parent. 

The company offers a competitive salary and benefits 
package. Candidates who meet the above criteria should 
respond in confidence with salary history and a detailed CV 
to: Box. A1894, Financial Times, One Southwark Bridge, 
London SE1 9HL 


f *■ cw^I f*. 


Head of Finance 


Education and Leisure 


<£45,000 + Benefits 


LondQn 


Top finance position for first class professional to play key 
managemen t role as agent of change. 


THE COUNCIL 

O High profile, innovative and clearly focussed. cJAOOm 
annual budget, 8,000 employees. 

Committed to top quality, value for money services. 

■O' Well resourced and determined to ensure real 
accountability through in-house business units. 

THE POSITION 

Responsible for financial strategy for +£100 million annual 
budget Report to Director of Education and Leisure. 

O Wide ranging leadership role covering budgets and 
forecasts, financial and management reporting, 
analyses, client-side contract management. 


O Propose and implement resourcing initiatives. 
Substantial corporate management exposure. 

QUALIFICATIONS 

Qualified accountant, probably ACA. Recent experience 
in laige, tightly controlled commercial organisation or in 
local government. Aged 30-40. 

C- Track record of sound financial planning/analysis and 
effective resource management essential. 

O’ Strategic thinker. Adaptable and_ responsive to customer 
needs. A tough negotiator. 

Please write, enclosing foil cv, Ref LZ731 

54 Jennyn Street, London, SW1Y 6LX 



-i Finance & Administration Manager t 


Seasoned finance professional with a talent for adihinistration and flair for working with 
senior colleagues' is sought to head the finance function of .a consulting business, 
acknowledged for 30 years as a premier force in the UK and internationally. 


THE ROLE 

■ Reporting to the Managing Director with foil 
accountability for the management of the finance 
function and related admini s trat iv e areas including 
pensions, insurances and company secretarial work, 
managed through a s mall team. 

■ Upgrading management information and reporting 
procedures and acting as the - custodian for internal 
financial disciplines and controls, f.raising with'",the 
company’s, bankers and auditors and overseas offices. 

■ A highly responsible role demanding -the development 

of strong inte rnal relationships forged oQ mutual mist' 
and respect. ' • 


THE QUALIFICATIONS 

■ A qualified accountant'likely to be aged over 45, well 
educated, and with strong technical financial skills proven 
against a broad remit,.ideally in a service business. Would 
suit a senior manager who may have taken early 
retirement. - 

■ A • well '. organised individual of integrity with 
. uncompromising standards and a strong commercial 

" perspective. Computer literate and used to initiating 
change and actively advising management. 

■ The statute and^ professional credibility to advise and 

.influence it ;a senior level vriiH strong ‘relationship building 
skills! r: -• 


London 071-973 0889 


Selector Euro pe 

A Spencer Stimri C ompany 


PIchb cwhv endmiag UH detaib dm 
Selector Europe, Ref Ml I3072L, 
t6 Coenaogtn Place, 

London. WZ ZED 


British Airways 


Financial Controller Sales & Marketing 


West London 

British Airways is recognised as a world leader renowned for its financial 
strength and Innovative marketing. Its relentless commitment to fulfil and 
achieve customer-driven demands of service and value is testimony bo its 
pre-eminent position in this fiercely competitive, global marketplace. 

There is a continuing need for a comprehensive business support service to the 
Group Sales & Marketing function to ensure that competitive advantage and 
profitability are sustained. 

This demanding and high profile role will require leadership skills and 
analytical ability of the highest calibre. Managing a large and committed team, 
principal responsibilities will include: 


Excellent Package 

• identification and implementation of p rofi t improvement opportunities; 

• review of capital expenditure proposals using rigorous investment 
analysis. 


• evaluation and appraisal of product/brand Initiatives 
and marketing strategies, using incisive financial 
modelling techniques; 

• compilation of annual operating budgets and 
business plans; 


itive advantage and Aged 33-38, the successful candidate will have experience of high level 

financial support to a multi-national sales force. He or she will also have first 
.. .... , rate presentation skills, an astute commercial mind, and be a good motivator 

»S comntiTted team, aBd leaai P k J er with ex P erience <* ““ uaging change. 

The comprehensive remuneration package will reflect the importance of this 
g position and should not be a limiting factoc Opportunities for advancement within 

i ■ ■ this progressive and demanding environment are excellent 

| qffARHIE§3 | Interested applicants 3hould write, enclosing a detailed CV, 

k ASS'DCilATiE© r \ to James Hyde at the address bdow, quoting reference 

-- a-- ~~ -fr number 125J. 

MANAGEMENT SELECTION 


32 Old Burlington Street, London W1X 1LB Fax: 071-287 2821. Telephone: 071-287 2820. 

A GKR Group Company 


QIU O R U M 


OPERATIONS MANAGER - ATTRACTIVE 

-'..-■■PACKAGE 

Qnorara Capital Management, an independent global investment management 
subsidiary ofNew York Life Insurance Company.is looking to recruit a qualified and 
experienced Operations Manager to lead its Operations, Control and Systems team. 

Quorum is a fast-growing innovative company, and its aggressive, quantitative 
investment processes require swift and accurate trade execution and settlements and 
instantaneous communication and reporting of market information and account data. 

Tlieindividiuil we me seeking will be a qualified accountant with knowledge of 
global securities trading and settlements practices as well as a sound understanding 
f "STT °P«ation S , centroi andreportmg systems. Applicants 

™ oGvated WIth good communications and leadership abilities who 
wish to develop their potential in a dynamic, highly skilled environment 

Interested candidates should write, enclosing full curriculum vitae to: 

Robert Schwob, Managing Director 
Quorum Capital Management Limited, 

Austin Friars House, 2-6 Austin Friars, London EC2N 2HE 





£=7 


Corporate Role 
British pic 

MANAGEMENT 

ACCOUNTING 

Central London 
c£30,000 


A leading company in its service sector operating 
worldwide, our client has established an outstanding 
record of growth and profitability. 

It now seeks an ambitious top class Management 
Accountant to join its small head office team. 
Assisting the Group Corporate Planning Manager; 
emphasis will be on the preparation and review' of 
budgets and long-term plans and the further develop¬ 
ment and enhancement of PC based management 
information systems and models. 

This ‘hands-on' role will therefore provide unlimited 
scope to be creative and to demonstrate initiative and 
analytical skills. It is an obvious platform for career 
development within the group. 

Applicants, probably aged mid 20s, should be qualified 
accountants with management accounting and 
extensive PC experience gained in a major group. Sett 
sufficient and resilient, they must be adaptable, result- 
orientated achievers. 

Please write, enclosing a full career/salary 
history and daytime telephone number, to 
David Tod BSc FGA quoting reference D/39/F. 




OXFORD 


pic 


Financial Director £30-£35K + Car + Banns + Bens. 


Misys is an expanding group of companies operating in the computer services industry with 
additional interests in the Financial Services sector. Current market capitalisation is in excess of 
£100 million and they are poised for further growth. . 

As a result of recent expansion they are seeking to appoint a Finance Director for a rapidly 
growing Financial Services subsidiary. Reporting to the NLD. the successful applicant wifi be 
responsible for financial management controls, planning/forecasting, systems development as 
well as the day to day running of the finance department In.addiiiou an important aspect will 
be the control of regulatory requirements and liaison with relevant bodies. 

To apply you will be a qualified accountant, aged up to 35, and must be able to demonstrate a 
track record of achievement and commercial awareness. You will have strong man management 
skills with the ability to implement/manage charaje, an eye for detail and a "hands on' approach 
to problem solving. Experience of a service based bittiness will be an advantage. 

The salary package is negotiable. It includes a bonuiekmeni to reflect the importance of the 
individual's contribution to profit performance. Prospects for further advancement throughout 
the group are excellent 


Interested applicants should 
write to Nkk Stephens 
encloring a full resume at 
Nicholas Andrews, 

126 Cobnare Roxa, 


W 





























PriceWhterhouse 


EXECUTIVE SELECTION 


The Mercers’ Company 


City based 

Hie Mercer* 1 Company is one of the 
principal livery companies in die 
City and is acknowledged as an 
important part of the culture of the 
City of London. 

With a history going back to die' 
twelfth century, its interests range •" 
Grom a substantial commercial prop* 
erty portfolio to the administration 
of grant making charities, schools,- 
colleges and charitable hmwring trusts. 

With the forthcoming retirement 
of the Finance Director they are now 
seeking to appoint a successor. THs 

witt be a wide ranging rale 
encompassing strategic thinking at 
one end, to handling the minutiae at - 
the other. Reporting to the Finance 
Committee, your responsibilities wiH 
include accounting for all.the 


'activities''within the Iwery company, 
corporation, tax and VAT, biaiaing/ 

. negotiating with banks and 
professional advisers and property . 
management fo addition you will be 
responsible for m for n i a tfon • 

hx-hnnln gy arid gohanrwig 
accounting systems. 

- To fulfil this role, we seek a 

- chartered and probably aged 
between 40-48. It is likel y that the 
' successful candidate wfll have at 
. least 5 years’experience at finance 
director level and have knowledge of 
both IT an d "taxation- RT peripnr^! of 
■-property management wi& also be 
highly AwriraMpL Of additional 
r importance will be the personality 
.■and characteristics to adapt to this 


. unique role. Empathy with die 
traditions of the Cky and its livery 
Companies wiH be an important 
req uir ement. 

An excellent remuneration 
package is being offered. 

Please apply with comprehensive 
CV and salar y to Alannah 

Hunt, quoting reference A/1258, 

; or plaim'ng ^jy you are interested in 
thfe position and what you fed you 
could contribute to it 
Executive Selection Division 
Price Waterhouse 
Management Consultants 
Milton Gate 
1 Moor Lane 
London EC2Y9PB 
Tel: 071-939 6068' 

Fax: 071-638 1358 


FINANCE DIRECTOR 

LEADING LAW RRM 


London 

This long established and forward looking 
commercial law practice of over 350 people 
including partners, provides a full range of 
corporate and private client services from its 
offices in central London. The new position 
of Finance Director has been created 
following a major review of management 
structure and a commitment to a more 
strategic approach to the financial 
management of the' firm. 

Reporting directly to the Senior Partner, as a 
key member of the management team, you 
will be expected to contribute energetically 
and skilfully to the development of the 
practice. You will take over an established 
finance department and will be responsible 
for all aspects of financial management. 
IhllfUin including accounts, budgeting, reporting 
lUUwllw and credit control. This will involve working 
ROSS c ' ose ^ with the head of computer services. 


6 MANAGEMENT CONSULTANTS 


c.£60,000 + profit share + car 

Probably in your late 30*s or 40’s and a 
graduate chartered accountant, you must 
have the technical and management 
ability and the personal stature to earn 
the respect of the partners and staff. 
Previous experience of management in 
a professional practice may be an 
advantage, but the ability to demonstrate 
a keen understanding of the particular 
requirements of the practice, and hence 
to play a leading part in the management 
of change, is essential. This demands a 
rare blend of drive, diplomacy, authority 
and vision. from an exceptional 
individual. 

Please send a comprehensive r§sum6. 
including day time telephone number, 
quoting reference 3252, to Neil Cameron. 
Touche Ross Executive Selection, at the 
address below. 


1st Floor. Hill House. 1 Little New Street 
London EC4A 3TR. Telephone: 071 936 3000. 




West London ■: - ; - 

BrhishiOivrays is recognised as « woridleader witidn theairlmeindustiy •' 
and iscommitted to maintaining jhto enviable market position through the 
continual pursuit of excellence in every aspect of its business. Despite 

adverse economic oonditibns the group produced excellent results in ib last 
flnandai year and continues fo build on its outstand in g imp u tation. 

A new position has been created toprovide farther financial support 
within a complex, centralised and fast-moving environment WOriring 
mainly on a project basis, often within a multi-disciplinary team, 
responsibilities witlinvolve: 

• evaluation and appraisal of strategic options including 

aoquisitionvdivestments and major business - 
developments using adyancedrisk analysts ... . — 

and evaluation techniques; ■.' | gijp" 

• application of key financial measures and ratios of " I 
performance inchxling analysis of shareholder value; I S 


British airways 


Group Financial Analysis 


Excellent Package 

xhistry • • identification and implementation of group-wide profit 

ugh the . imp rovement initiatives. 

b^ib last ' Aged 32-38, you should possess extensive financial analysis 

. experience within a fast-moving, multi-national environment In 
addition, management consultancy experience wfll be a distinct 
■ort advantage. Essential attributes for fids highly visible role are excellent 

king interpersonal skills, an analytical mind, commercial flair, resourcefulness 

and a high degree of self motivation. 

The comprehensive remuneration package will reflect the importance 
of this position and should not be a limiting factor: Opportunities for 
advancement within this p ro gres s ive and demanding environment 
- - i » are excellent 

§T. J T A TM T IE © | Interested applicants should write, enclosing a detailed 

ASSOCIATES J Cy.wJ^Hrd^fr“**“Wow. quoting 



e including analysis of shareholder value; ^ reference number 124J. 

- MANAGEMENT SELECTION 

32 Old Burlington Street, London WLX 1LB Fax: 071-287 2821. Telephone: 071-287 2820. 

■ A GKR Group- Company - 


INTERNATIONAL FINANCIAL CONTROLLER 

( DIRECTOR DESIGNATE ) C £40,000 PACKAGE 

Scope and Involvement ore the keynotes of this appointment with a leading division of 
a long established and Intemationcffly respected major UK service group. Further expansion 
In growth market sectors is a primary objective, particularly In western, and Eastern. Europe. 

Although reporting directly to the Finance Director the role Is wider in scope than pure 
finance. Working closely with Divisional Directors. Executives and Group staff In the UK and 
Managing Directors and staff of subsidiary companies overseas the remit is strongly 
commercial and. by virtue of frequent personal visits, by definition ambassadorial. 

Key tasks will be: 

• AH aspects of Financial Control for operations In mainland Europe. Africa. 

South America, the Middle East and the Carfobean. 

• Analysis and comment on tracing results. 

• Implementation of IT. 

• Improvement of Business profitability. 

• Investigation and implementation of measures to Improve pre and post tax 
profitability. 

To succeed In this high proffle role you wffl be a qualified accountant probably aged 
30+ with marked commercial flair. You will need to be articulate, versatile and Influential 
and meet the pressure of the appointment with professional skin and a sense of humour. 
Prepared to handle the mundane as well as higher level matters with equal flexibility. 
Involvement with acquisitions, a second European language and previous international 
experience are highly desirable assets. 

Surrey based but with frequent travel. Opportunities for career progression are 
excellent. 

Please write with full C.V. quoting reference SCI/296 to: 

jmm Executive 2000. Sutton Park House. 

f PI 1| If I 15 Carshaiton Road. Sutton. Surrey SMI 4LE 


IE000 

SEARCH AND SELECTION 



Derivatives Accountant 



Outstanding ACA 


City 


Circa £45k plus bonus 
plus benefits 


Our client is an international stockbroking group which is a wholly 
owned subsidiaiy of a UK merchant bank and has a record of 
u nparalleled success. Its activities cover a broad range of eq uities 
and related financial products in the markets of Asia, Europe. 
Australasia and Latin America. 

Operating from 20 offices, the firm is excellently placed for further 
growth. It is continually exploring new methods of investment 
and actively participates in the development of synthetic products 
and new derivative products. —- 

Due loan expansion in the derivative and OTC option activities, 
an excellent opportunity has arisen fora top calibre ACA who has 
had significant exposure to derivatives and synthetic instruments. 

Reporting to the Financial Controller, the successful candidate will 
be responsible for co-ordinating profitability reporting, capita! 
adequacy, funding requirements, and liaison with the risk 
management team. The ability to interact with the front office and 
the IT development team is essential. 

The successful candidate will have a strong mathematical 
background, good PC skills, and is likely to be aged between 25 
and 32. 

The remuneration package will indudea basic salary of area £45k, 
an excellent performance related bonus, BUPA and pension. 

For further information in strict confidence contact Robert Walker 
on 071-287 6285 (evenings and weekends 0903 884649). 
Alternatively, forward a brief resume to oar London office 
quoting Ref: RW1265. 

WALKER HAMILL 

Financial Recruitment Consultants 

29-30 Kingly Street Tel: 071 287 6285 

London W1R 5LB Fax: 071 287 6270 


Group Finance Director 

International Hiizh Growth Company - Health Care 


West of London 

The Company 

* Vibrant, dynamic and highly respected 

■ Unique position as a creative leader* in 
business services 

* Unique profile 

* UK turnover £20M+ 

* Group International Board being created 


The Qualifications 

* Mid to late thirties, ACA 

* Outgoing, resilient with leadership and vision 

* Experienced in corporate finance, financial 
strategy, acquisition strategy, investor relations 

* Knowledge of health care or pharmaceuticals 


c.£70K (pins superb incentives) 

The Position 

■ Assist in development of long term business 
strategy 

• Group Board with full accountability for finance 
management 

■ Creation of long term financial strategy 

• Action business development ptan 

• Develop international reporting systems and 
taxation structure 

• Overall objective - to build value 

Please submit CVs in complete confidentiality 
to Moxon Dolphin Kerby Limited, 178-202 Great 
Portland Street, London WIN 6JJ quoting reference 
4403 and stating any companies to whom you do not 
wish your application to be sent 


MOXON -OOLPHIN- KERBY 


EX BCITTWH SEARCH Jt SELECTION 
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NEWLY QUALIFIED ACCOUNTANTS 


Most 

companies ^ 

keep their fell 

best people ^ 

Head OffireffrSi^SS 


*>v v'cJ-'•'•* 


- •■ >s-: ■ •• ..■ T"*" -v ' ■•' y- „ J i Stf** 


Ours are 
at the 
heart 
of the 
business. 



BAT 


A member of 

the BAT Industries pic Group 


Our 46 companies around the world are not 
managed by remote control. They are run by people 
who live in the local community, understand the 
local culture and speak the language. 

Every Tew years these people move to new parts of 
the world and begin afresh, developing their 
careers and making themselves at home in 
environments as diverse as Africa. Asia, the Far 
East, the Americas and Europe. 

The business management challenge is always 
uncompromisingly tough. Technical skills are tested 
to the limit and. since we expect people who join us 
as newly qualified Accountants to rise to Financial 
Director in their early 30s. they have to be ready for 
senior level responsibilities at an early stage. 

It's a career that makes weighty demands of even 
the most talented young graduate Accountants, 
which is why we impose such stringent selection 


criteria. Resilience, presence, social skills and 
linguistic aptitude are essential. 

Of course, as a member of British-American 
Tobacco, the world's leading tobacco business, 
you will enjoy first-class compensations. 

We provide good training, as welt as a full 
expatriate package, including an excellent salary 
and free accommodation. 

If you believe you have the potential for an 
international career in business management, 
please write for an application form and further 
information to Jane Howard, British-American 
Tobacco Company Limited, Millbank, Knowle 
Green, Staines, Middlesex TW18 1DY, or 
telephone (0784) 448277 (24 hour answerphone) 
for an application form. Closing date for 
applications July 24, 1992. Previous applicants arc 
requested not to reapply. 


BLUE-CHIP CAREER SPRINGBOARD 

FOR TWO 

RECENTLY QUALIFIED ACCOUNTANTS 

International Travel Home Counties Base 

A successful and progressive US company, our client has become an international household name aver 
recent years. It is now a leader in its service sector and has branches throughout the UK and in over 100 
countries worldwide. It is placing strong emphasis on recruiting and developing young talent with a global 
perspective and sees operational review as a natural launching-pad into senior financial management 
Ongoing business growth has created the following opportunities: 


European Audit Manager 
c. £30,000 + bonus + car (Refc L681) 

A role which offers extensive overseas travel for British or 
other European nationals with a strong international 
outlook. You will work independently, visiting subsidiaries 
throughout Europe and possibly Australasia to conduct 
operational and system reviews. This is a high-profile 
commercially oriented position reporting to the 
International Vice President & Chief Financial Officer. 
Candidates should be ambitious graduates with a 
minimum of four years blue-chip experience gained in a 
major practice. Business acumen, personal credibility and 
adaptability are essential. A second language would be a 
distinct advantage. 

Please reply in confidence, giving concise career, personal 
and salary details to Paul Carvosso . quoting the relevant 
reference number. 


Franchise Audit Review 
c~£25,000 + bonus + car (Re£ L682) 

This role is focused more upon the UK but will also cover 
several other international countries. Travelling extensively, 
your brief will be to review those branches which are 
licensed to franchisees, verify their returns, provide them 
with support in the financial management of then- 
operations and add value. You will need business acumen, 
resilience and diplomacy and you should have experience 
of a multi branch or franchise oriented service business. 

Candidates should be qualified accountants, of graduate 
calibre, with at least two years business review or audit 
experience, sound accounting skills and a well developed 
European perspective. 

Egor Executive Selection 

58 SL James’s Street ll^ 

London SWl A1LD m 


EXECUTIVE 

SELECTION 


United Kingdom • Belgium • Denmark • France ■ Germany - Haiy • Netherlands • Portugal • Spain - Switzerland 



Adding Value to Financial Management 


Central London 


To £30,000 + Car 


A prestigious organisation within the service sector and a market leader in its field, our client continues no demonstrate strong performance in a 
highly competitive marketplace. An energetic and high profile finance function has made a significant contribution to this success. The group's 
insurance division now wishes further to enhance its strength by recruiting two imaginative, co mm ercially minded accountants to join the >>«"■ 


Project Accounting 

This individual will play a key role in the development and 
implementation of new management systems and controls throughout 
the division. A high profile position, it will necessitate consultation and 
liaison at senior management level and will require involvement in 
hroadeq non-accounting business management issues. 

The successful candidate will be a graduate ACA with up ca two years’ 
post-qualification experience. From a “Big 6" firm, experience should 
include large company audits with exposure to mainframe accounting 
systems and some management consultancy or special project work. 

C andi dat es will have excellent oral and written communication skills 
and a pro-active, innovative approach. Confidence, credibility, 
maturity and an enquiring mind are cssendaL 


Management Information 

The successful candidate, supported by a small team, will be 
responsible for the production and continued enhancement of monthly 
management reports. This will involve presen ring analytical 
commentaries to senior business managers and working closely with 
them to facilitate the commercial development of the division. 
Candidates will be recently qualified graduate accountants with 
excellent PC skills. They most be commercial hi outlook and prepared 
to use initiative in ensuring that management in f o r mation is not only 
timely and accurate bur pertinent, incisive and effective. 

Also important are strong int e rpersonal skills and the ability to relate 
to non-accounring areas of (he business. A sharp analytical brain is a 
pre-requisite, as is the ability to manage and develop e mmII hwr. 


Both roles will be London based and will report through die finance function, although project work may be directed by other members of the 
senior management team. The positions will command competitive salaries and will offer real opp o rt u nity to take part m the awrf 

future development of a successful, growing business. 

Interested candidates should write to Janet Bullock at BBM Associates Ltd (Consultants m Recruitment) at 76 Wading Street. London EC4M 9BJ, enclosing a 
detailed Curriculum Vitae. Alternatively, use our confidential fat line on 071-248 2814. All applications will he treated in the Strictest confidence. 


76, Wading Street, London EC4M 9BJ 




Tel: 071-248 3653 Fax: 07W248 2814 


The challenging opportunity 
for a highly qualified 

FOREX and/or 

fixed-income professional 

Your success is based on your ability to you 

interpret markets. As a first-rate, provon 

are looking for a professional and w ^7nterBretatk>n and 
short reporting lines where your market interpretationan 

strategies can be realized very quickly You want to 
ahead of the market Are you looking for an active 
plicated, dynamic environment in line with your M 

client, one of the world's leading holding companies, offe 
that 

What do we expect from you? First of all, you are an experien¬ 
ced, outstanding professional with an excellent budget record 
as a market-maker In your field. If you are a pnme mover witn 
entrepreneurial spirit and open to an authoritative discussion, 
we shall be pleased to discuss further details with you upon 
your approach. 


Rainer Brunner 
Tlziana Fronzarofi 


Ref.2-408a 


Wlrtschsfts- und wJp-Untemehmensgaippe: 

Personalberatungs AG Zurich, Luzern, Zug, Bern, 
P«y*r Brunner partner Genf, Lugano 

Badenerstrasse 255 
8003 ZQricJi 
Telefori: 01/4513333 
Fax: 01/4511583 

Partner In London, New Mark, Hong Kong, Tokyo 


FINANCIAL 


SBIEfiRtTlTS 


World Class Manufacturing Environment 


SOUTH EAST . : Negotiable around £33K + Car 

My client is the UK division of a multinational business with ^turnover in excess 
of £1 bn and a track record of unparalleled success in the communications industry. 

This is an opportunity to join a truly dynamic management team that have 
revolutionised the manufacture of communications equipment in the U.K. Their 
success has been recognised by being made the group's European Manufacturing 
Centre. The style is open and free thinking W always with the necessary 
management controls to ensure effective results. ■ 

To join the team you will be preferably qualified (CJ.M.A.) and have experience 
of working in a modem manufacturing environment You will have displayed the 
ability to implement financial controls in a changing environment Responsibility 
for IT systems and financial reporting to tight schedules are also key fonctions. 

If you feel this enviroriment will suit your style please contact Rod Evans, 

Nexus Consultants, Nexus House, 65 High Street Thombury, Avon BS12 2 AP. 

Tel: 0454 415124 Fax: 0454 418227. r : . : 


N E XUS. 

Th• • Kacf ultra an t Solution, Company 


B BC 


Head of Finance 

Film Production Resources 

West London c£35K plus Relocation 

Film Production Resources is the major provider of fflm and lightweight video 
^duties for Television programme makers based In London. The Department 
- has a turnover of c&25m and employs 300 staff 

. The Introduction of foe BBC’s Producer Choice policy allows programme 
makers to acquire timir fa cilities from internal resources or from the outside 
market The ability of Film to attract and retain business is vital in securing 
its success In this pew and challenging environment The Head of Finance 
win be key In achieving this. 

- „ Directly accountable to Walt Denning, Head of Rim Production Resources. 

Television, the key responsibilities include: ^ 

‘Policy formulation and strong management. 

•pun ni ng tight financial controls are maintained and that Dlaimina 
budgeting and forecasting procedures are further developed. 
•Refocussing management information to provide commercial 
performance indicators. • 

•Enhancement of computer based information systems. 

•Management and motivation of staff. 

The candidate we seek will be a graduate ACMA with ademonstrable track 
management Strong leadership, communication skinsaS 

of quality arc SS 

For an informal discussion, please ring Walt Denning on 081-753 arrji 
Lesley Hopkins on 081-576 7845. * 8588 or 

An application form and job details are available from (quote nL 10378/Pi 
foe Recruitment & Training Ohit, Production Resources TetevtouJ. 

£218 East Tower, BBC.Television Centro, WooTSS® 

Telephone Q8T-57Q .7255 or 081-576 1352. wum W12 7HJ. 

Application forms to .be returned by July 17th. 

WORKING FOR BOUAUTT OF OPPQSTmmv 


FINANCE DIRECTOR 
FAR EAST 

A leading UK Group is currently looking for a finance Director For *«= j 

degreeof eutexiorey and profit 

Candidates must therefore possess wdl developed commercial acumen an H 

sharp end involvement. The appointee will be expected 00 

comribution In the areas of financial control, n-easury and v-orlingapLi L^Sf 

Candidates, who must be qualified accountants, are likely to be aaeri 

and will be able to demonstrate good career progress atasenior 45 l 

companies. Prior experience in businesses involved in substantial rJS^ nCntated 

^ MlyC ° ■" PCnd 10 ^ *J22£SbSE 

Expatriate terms win apply. - . - 

■ ' Piease apply Mi CV detailing qualifications anri __ 

Y) to: Karen Harvey. Rada Recmitm^nr ^Z^T . “tperience 

Rada, Euston Road. Usndon. NW\ 2BN - statina or^a 1,0113 ^ ,Ud.. 

recruitment compaftles.to whom you do not wish sheet 

communications forwarded. All replies will be acknowledged. a PP* ,ca don to be 
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SHEFFIELD 


C £45,000 


Financial Controllers 






The Sheffield Tefficny College will be formed from the J ' 
owsttng six Tertiary Colleges in the dly. Witoc budget, 
approaching £40m and 11,000 FFE students involved in 
the full range of further education actfvttles, the new 
college win be the largest in the UK. Major changes in tie 
way resources are managed will be necessary prior to. ’ 
frworparatfon tn?993. 

Reporting to the Principal, you will assume responsibility 
for air financial operations in the college and will, bear key 
member of Its executive team. Your iniSal tasks will be ta 
manage the finance aspects of the change from LocaJ' 
Authority to Corporate status and to develop and 
Implement planning-and control systems appropriate to - 
the new environment. 

As a qualified accountant, you will already be holding a 
senior financial position In either the pubBc or private 


i. H a: vuG winter ;• >. 


sector. Although experience of educational establishments 
Is not essential, you will be cttie to relate to the academic 
world and be committed to the developments that are 
faking place In it. You will have experience at 
implementing computerised management systems and toe 
personal qualities needed to secure and manage 
significant change. 

Please send full career details or telephone tor an 
Information brief to Peter Jones, Coopers & Lybrand 
Executive Resourcing Ltd. Abacus Court, 6 MinshuB Street, 
Manchester Ml 3ED, telephone 061 236 9191, quoting 
reference P235. The closing date tor applications Is 
17 July 1992. - ' 


FINANCIAL PLANNING MANAGER 



W H E A L E • T H 0 M A S - H 0 D GiNS -P L C 


f.S *;W A ;LI 


A Hong Kong Chinese industrial group is looking for 3 mature 
and qualified Malaysian Accountants ACA or ACCA to work as 
Financial Controllers in Nigeria. Our group have been established 
in Nigeria for nearly 30 years anddurintiusmal operations arc 
undergoing rapid expansion. We therefore require mature 
Financial Contollers who can independently cope with cash 
management* budgetary controls, finance negotiations with 
Commercial and: Mmchant Banks, financial control systems 
together with toe management of expatriate and local staff: 

Applicants should be between 28 years and 45 years old and 
preferably have a good grasp of spoken Cantonese. 

Contracts are for 24 months duration with a holiday break after the 
first twelye months. Employees are not allowed to take their 
families for 12 month part of the contract as there are too many 
factors to be absorbed by the employee during the initial year. 

An attractive package is offered with air fares, fully furnished 
accommodation, transport, food, medical insurance etc. being 
provided by our. group. Equally a very attractive future Is assured 
for candidates who can prove they can undertake successful 
management in a developing country. 

Applicants should send their C.V. with a passport photograph and 
a photocopy of their qualifications to Personnel Department. P.O. 
Box 98504, Tsim Sha Tsui, Pbst Office. HONG KONG. ■■ 


Financial Director 


- For a company with a strong financial backing 
•• but small management team. 

The job will involve financial management of assets 
(including funds and property portfolio). 

Salary according to qualifications and experience. 

Please send CV to: Dundee Financial Services Ltd 
22 Dorset Street 
London W1H3FT 


Computer Auditor/Consultants 
London Based to c £35k + Car + Bens 

Information technology aiulsystanwdsvaiqmenthavo been recognised 
as e sse nt ia l tanlifoutargtothe recent growth and fttiuredawBlopmant of 
this company. . 

. TWs Fortune 500 eftrerse muMnational, with consid e rable Interests to 
FMCG, ratal and property now wishes to Anther advanca Ms computer 
audi techniques and IT solutions. As project ieaderyouwB be involved fn:- 

* FeasfottyBtucfies * IT consultancy 

* Systems planning * Systems review 

Appfl ca ttonsare Invted from eBherACAs working within a top practice, 

or candidates who have held a simSar post within a Sue Chip commercial 
organisation. ____ 


THE ZARAK PARTNERSHIP 


Call Peter Davies on 071-48W951 or send CV lo 
60 MMytofaoog Lane. London W1M SFF. Fax 071-4600379 


Financial 

Controller 

West London, 
<£40,000, Bonus, Car 


Budget Rent a Car is one of the largest vehicle rental groups, not only 
in the UK but also worldwide. 

Their current growth, coupled with ambitious development plans for 
the UK corporate business has. as part of a major restructure, created 
a key opportunity at UK board level for a Financial Controller to be 
based in the UK’s new Corporate Headquarters in West London. 

The primary responsibilities wifi include the direction of finance and 
accounting, strategy, planning and budgeting for the UK operation. 
The role Is at the centre of an organisation with predominantly low 
value/high volume sales, in a multi-site environment. Previous 
experience in a similar operational role is therefore vital. 

Applicants, probably in their thirties or early forties, wifi need to be 
self-motivated qualified accountants with highly developed 
management leadership and interpersonal skills, essential to thrive 
within a highly successful, tightly controlled American owned 
International , business.' As an Individual, you are also likely to be an 
Instigator with flair and vision, eager for the continual change 
necessary to improve Budget's market share. 

The company is how entering a very exciting and challenging phase 
and international career moves within the Budget global organisation 
wilt increasingly be encouraged. A second language will therefore be 
highly desirable. 

An attractive package is offered which indudes a bonus scheme, car 
and other large company benefits. 

Male or female candidates should submit in confidence a 
comprehensive cv to: C. Sexton, Hoggett Bowers pic, 
1/2 Hanover Street, LONDON. WIR 9WB. 071 734 6852, 
Fa Xz 071 734 3738, quoting Ref : H4200NFT. 


Hoggett Bowers 


BIRMINGHAM. BRISTOL, CAMBRIDGE, CARDIFF. 


, LEEDS. LONDON, MANCHESTER. NEWCASTLE, WINDSOR asd representation tiuoo*j>o« OJROPE 


The Financial Times will be publishing the final examination results 
of the candidates that have qualified to join the 
Fellowship of the Institute of Actuaries . 
on Friday 10th July 1992. 

jq advertise career opportunities in the insurance and pension industries please call 
Richard Jones on 071-873-3460 


Driving performance 
improvement 
Neg. c. £30,000 
South Wales 

A world leading industrial manufacturer and murket 
leader in its field, our client is reshaping its 
management structure to focus on maximising the 
global potential of the business. 

Fundamental to sustaining and developing their 
success is the greater autonomy given to divisions to 
manage their own performance improvement. 
Evidence of this commitment is the decision to 
appoint two new Financial Controllers, each seen as a 
viol management team player in multi-million pound 
turnover operations. 

One position will demand a thorough examination of 
production methods and inventory control, with the 
emphasis on streamlining and structuring systems 
that deliver quality and customer satisfaction in the 
most cost efficient manner. The enthusiasm and 
determination to drive change is particularly 
important. Reference: DFCL 


The second appointment also requires analysis of the 
total divisional operation and additionally curries 
responsibility for the financial control of a number of 
separate and complex businesses throughout Europe. 
A key function will be the co-ordination of reporting 
procedures across the operation. There will be some 
European travel and fluency in French and/or 
German would be advantageous. Reference: DFC2 
For both positions a proactive, hands-on management 
style in developing and implementing business 
strategy is essential, whilst ensuring that management 
information and budgetary systems are continually 

assessed and enhanced to accurately measure the 
business pulse. Wilh a relevant professional 
qualification, you will need to demonstrate 
substantial achievement within a large, preferably 
multinational, manufacturing environment. 

Excellent communication and persuasion skills are 
vital. 

Please forward a comprehensive cv. indicating 
current remuneration and appropriate Reference 
Number, to Tony MacDonald, PA Consulting 
Group, Park House. Greyfriars Road, Cardiff 
CFI 3AF. 


PA Consulting 
Group 

Creat ing Business Advantage 

EMCianc lUtramn • Hernia foomr Caavkw> ■ ml Con 


Commercial Accountant 



Central London 


to £35,000 + Car 


Our client is an active listed PLC involved in the realisations of investments, 
acquisition of equity interests In a diverse 

portfolio of businesses. A small highly mana g c ^ 

professional team contributes to the increasing co com ^‘ ne srro 
success of these businesses utilising a variety of w | t * 1 ability 
investment strategies. With an impressive list of w, ^ e vane| V °f< 
corporate shareholders and a strong balance wic ^ com P an Y l ; 

sheet, they are well positioned for significant negotiations am 

growth. be important foi 

demonstrated a 

An exciting opportunity exists for a qualified approach back© 

accountant to contribute to the team in a diverse 

< , _ presentation an* 

and demanding role. Day to day responsibilities 
will focus on company accounting, secretarial, 
taxation, treasury and compliance. There will Please foru 

also be significant involvement in Scott Mi 

providing advice and support in the 
acquisition, management and 

Michael Page Finance 



To manage this position effectively, you will need 
to combine strong technical accounting skills 
with the ability to address and contribute to a 
wide variety of commercial issues. Experience 
with company law, sale and purchase agreements, 
negotiations and stock exchange compliance will 
be important for your success. You will have 
demonstrated a 'hands-on 1 and 'results orientated 1 
approach backed by effective communication, 
presentation and senior management liaison 
skills. 

Please forward your curriculum vitae co 
Scott Mewing, Michael Page Finance, 
Page House, 39-41 Parker. Street, 
London WC2B 5LH. 


Specialises in Ftnancud Recruitment 
London Bristol Windsor St Albans Leatherhead Birmingham 
Nottingham Manchester Leeds Glasgow & Worldwide 



Financial Controller 


SW Herts 


T .. 

Kite 

s 


Our client is an innovative and highly successful company, 
providing specialist services to blue chip dienes. Founded in 
1984, this is a young, dynamic and profitable business, which 
has built its success on providing a high quality buc cosc 
effective service co clients. Since inception, growth has been 
consistently outstanding and there are exciting and 
imaginative plans for further expansion, both organically and 
by way of acquisition. 

In order to strengthen in financial and commercial expertise, 
the company is seeking ro appoint an ambitious and 
experienced manager, who can demonstrate strong 
interpersonal and technical skills. Reporting co the Financial 
Director, the successful candidate will be responsible tor the 
management and development of the finance and 
information technology functions; in addition, the individual 
will provide full analytical support to executive management 
and play a key role in die general development of a dynamic 
and fast moving business. Furthermore, the organisation 
is currently aiming fix a BS5750 accreditation and 
the successful candidate will play a crucial part 
in this process. 


c £37,000 + Car 

Prospective candidates must be qualdicJ accountants, 
preferably ACA, aged between 32 and 40, and be able to 
dcmonscrace a strong track record involving the 
identification and management of change in a service 
orientated industry. Experience gained within the 
distribution sector woulJ be of particular interest, as would a 
'hands-on' approach to problem solving and the intellectual 
ability to influence the decision making process. The 
company has an open and informal style and therefore strong 
personal qualities, including people management skills, are 
important pre-requisites. 

In rerum, a generous remuneration and benefits package is 
on offer to the successful candidate. Longer term, career 
development prospects are excellent. 

For further information, please write enclosing a full 
curriculum vicae (including salary derails and a daytime 

telephone number), and quoting reference LN1059, 
to Bill Green well, Michael Page Finance, 
Centurion House. 136-142 London Rood, 

St Albans AL1 ISA. 


Michael Page Finance 

Specialists in Financial Recruitment 
London Bristol Windsor St Allans Leatberhead Birmingham 
Nottingham Manchester Leeds Glasgow & Worldwide 
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The Top 
Opportunities 
Section 

appears every 
Wednesday 
For advertising 
information call: 
Stephanie 
Cox-Freeman 
071873 4027 
Elizabeth Arthur 
0718733694 




DIRECTORS 


SEEKING A NEW ROLE? 


Demand more than well meaning Career Cmin»dfing or Outplacement advice 
InsUt on real direction to your job search based on current market intelligence from the 
bigcst outplacement and career management consultancy providing cum effcciivr services 
to employers and to individuals seeking career progression 

Our subsidiary IntcrMcx accesses over ADM unadvenisctl vacancies annually - mostly 
between JMO.OUO and .£200,000 pj. - and makes reconimemlaiiuns from ii*. approved 
candidate bank wUIkiiii cluirgc 

<aJI Kdth Mitchell on 071-930 Wll for an exploratory meeting without obligation 
land.-M.-er House, 19 Charing Cent* Road. London WC21I |«5. Fax U7I930 WMH 


I \ T E R E.X EG P EC - in cans much more 




APPOINTMENTS WANTED 


HANDS ON PROBLEM 
SOLVER AVAILABLE NOW 

High calibre 40 y/o finance/development director seeks new short or long-term 
challenge(s). Broad international experience includes Acquisitions, Divestments, 
Refinancing, Listing, Strategic developments. Corporate PR and 

regulatory issues 

Write in confidence to: Box A1876, Financial Times, One Southwark Bridge, London SE-1 9HL 
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COMMODITIES AND AGRICULTURE 


Nervous platinum market 
climbs to 13 -month high 


By Kenneth Gooding, 
Mining Correspondent 


THE PLATINUM price 
yesterday continued the rise 
prompted by renewed political 
tension in South Africa, which 
accounts for about 70 per cent 
of world production. Plati¬ 
num's performance and an 
unexpected cut in the US dis¬ 
count rate helped push gold 
through an important techni¬ 
cal resistance point. $345 a troy 
ounce. 

Since Monday, fears about 
possible strikes at the South 


African mines have lifted plati¬ 
num in London by S20.6S an 
ounce or nearly 6 per cent. 
Yesterday the metal (dosed in 

London up another $3.90 an 
ounce at $387.90. its highest 
level since May last year. On 
the New York Commodity 
Exchange (Nymex) July plati¬ 
num reached $400 an ounce 
yesterday morning. 

Analysts suggested a South 
African miners' strike was 
unlikely but it was too risky to 
go short of platinum during 
the present rally. Platinum in 
the past has moved up $50 to 


$100 an ounce in a matter of 
weeks, they pointed out. 

Mr Jeremy C-oombes. analyst 
at Johnson Matthey, the 
world's largest platinum mar¬ 
keting organisation, said that 
platinum might move to $400 
an ounce more quickly than he 
previously expected and a sus¬ 
tained move above $400 could 
trigger renewed interest by US 
investors. However, Mr Andy 
Smith, analyst at Union Bank 
of Switzerland, suggested the 
market was not taking account 
of weakening Japanese eco¬ 
nomic activity. 


By Kenneth Gooding 


HOPES THAT a fall in 
production from the world’s 
mines will help to stimulate a 
revival in the price of gold are 
dented by the latest study from 
the Gold Institute, an interna¬ 
tional trade association based 
in Washington. 

This shows the gold industry 
is forecasting that production 
world-wide will increase by 
nearly 5.5 per cent from 
67.254m troy ounces last year 
to 70-929m in 1995. 

While a substantial fall in 
output in South Africa, the big¬ 
gest gold producer, is predicted 
during this period - by 6.5 per 
cent from 19.224m ounces to 
17.972m ounces - this is more 
than compensated for by dra¬ 
matic growth in other coun¬ 
tries such as Chile. China, 
Ghana, Guyana and the Philip¬ 
pines. 

The study, covering the 6S 
countries in which mine or 
expect to mine gold, was pro¬ 
duced with the help of 235 min¬ 
ing entities which supplied the 
Institute with their reports and 
projections. 

The institute cautions, how¬ 
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World Gold Production 

(minion troy ounces - share of total in brackets) 


1981 

1993- 

1995* 

South Africa 

19.2 (28.5%) 

18.8 (27%) 

16.0 (25.4%) 

US 

9.6 (14.3%) 

118 (16.1%) 

12.2 (17.2%) 

CIS 

7.6 (11.6%) 

7.8 (11.2%) 

7.8 (11%) 

Australia 

7.5 (11.2%) 

7.5 (10.8%) 

7.2(108%) 

Canada 

5.7 (8.5%) 

5.0 (7.2%) 

5.1 (7.2%) 

China 

3.5 (5.2%) 

3.9 (5.6%) 

4.3 (6.1%) 

Brazil 

2.4 (3.6%) 

2.5 (3.6%) 

2.6 (3.7%) 

Others 

11.6 (17.2%) 

13.1 (18.7%) 

13.7 (19.3%) 

-Pro/acfvcf Sevres 

Gota irstttun 








ever, that “earthquakes, floods, 
accidents, strikes or unex¬ 
pected declines in market 
prices will cause the actual 
production to be less than the 
projections". 

It also points out that coun¬ 
tries outside the former east¬ 
ern bloc expect annual gold 
output to rise by only 1.3 per 
cent a year on average for the 
next four years compared with 
an average of 8 per cent in the 
past ten years. 

One assumption made by the 
study that will cause some 
debate Is that annual gold pro¬ 
duction from the Common¬ 
wealth of Industrial States, the 


world’s third-largest producer, 
will remain constant until 1995 
at 7.78m ounces. 

It suggests that China’s gold 
output will rise by 21.5 per 
cent, from 3.537m ounces last 
year to 4.299m in 1995. Other 
predicted substantial increases 
over the period are in Chile, up 
39 per cent to 1.286m ounces in 
1995; the Philippines, up 38 per 
cent to 1.187m ounces and 
Ghana, up 97 per cent to 
1.234m ounces. 

World Mine Production of Cold 
1991-1995. US$50 from the Gold 
Institute, 1112 Sixteenth Street. 
Suite 240. Washington. DC 
20036, US. 


Cominco puts off smelter decision 


By Bernard Simon in Toronto 


COMINCO HAS again put off a 
decision on the future of its 
troubled lead smelter at Trail. 
British Columbia, to give the 
German engineering group 
Lurgi more time to correct 
flaws in the plant 

At the same time, the Van¬ 
couver-based base metals pro¬ 
ducer disclosed that should it 
abandon Lurgi’s QSL technol¬ 
ogy, the most likely alternative 
is the Kivcet process used by 
smelters in Italy and Kazakh¬ 
stan. 

Earlier this year, Cominco 
retained Snamprogetti of Italy 
to prepare engineering and 
cost estimates for converting 


the facility to the Kivcet pro¬ 
cess. Cominco said it is now 
considering commercial-scale 
tests at the Kazakhstan 
smelter. It expects to decide 
either late this year or in early 
1993 whether to persevere with 
the QSL system or convert the 
Trail smelter to the Kivcet pro¬ 
cess. 

The C$l35m <£60m) Trail 
plant, designed to produce 
160,000 lb of lead a year, was 
shut down less than three 
months after being commis¬ 
sioned in December 1990. The 
main problem has been in the 
reduction chamber of the 40- 
metre long reactor, where nat¬ 
ural gas has replaced pulver¬ 
ised coal as the reducing agent 


Lead operations have contin¬ 
ued using the old, high-cost 
smelter that the QSL facility 
was designed to replace. Pro¬ 
duction totalled just over 
87,000 tonnes last year. 

Lurgi remains confident that 
the QSL process, with some 
modifications, is suitable for 
Trail. Cominco says however, 
that it remains concerned 
about “the rate at which the 
plant would have to be driven 
to achieve the production 
required by Trail". 

The Canadian company has 
set up a committee of indepen¬ 
dent directors to consider the 
legal ramifications if the QSL 
smelter cannot be started satis¬ 
factorily. 


Kazakhstan in forefront of CIS energy rush 


Neil Buckley and Haig Simonian explain the republic’s appeal to foreign investors 


A S WESTERN oil com¬ 
panies stream into the 
former Soviet Union in 
search of reserves, two signifi¬ 
cant deals in less than two 
months have propelled the cen¬ 
tral Asian republic of Kazakh¬ 
stan to the forefront when it 
comes to attracting foreign 
investment. 

Chevron, the fourth largest 
oil company in the US. finali¬ 
sed an agreement in May to 
develop Kaz akhstan 's Tengiz 
oilfield, with recoverable 
reserves estimated at between 
6bn and 9bn barrels of oil, 
ranking it alongside some of 
the bigger fields in Sandi 
Arabia. The deal is worth 
Sl.Sbn over the next three 
years, and could be worth as 
much as $20bn over the expec¬ 
ted 40-year life of the field. 

This week, British Gas and 
Agip, the Italian state oil com¬ 
pany. won exclusive negotia¬ 
ting rights to develop the Kara- 
chaganak field, with 20 trillion 
(million million) cubic feet of 
gas, and another 2bn barrels of 
oil and condensate. It beat 
competition from a consortium 
of BP and Statofi, the Norwe¬ 
gian state^wned oil company, 
and hopes to reach final agree¬ 
ment by next summer on a 
deal involving S6bn investment 
in the first ten years. 

The former Soviet Union, 
with the biggest gas reserves 
and among the biggest oil 
reserves in the world, has 
become a magnet for oil com¬ 
panies seeking to Improve 
their reserves/production 
ratios. 

Deals have been few, how¬ 
ever. Fears about political 
instability, the remoteness and 
difficulty of developing 


Karabfcaganait 
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reserves in some regions, and 
sometimes their sheer size - 
as well as local bureaucracies 
unaccustomed to doing busi¬ 
ness with western companies 
- have all played their part In 
limiting the number of agree¬ 
ments signed. 

Kazakhstan has been con¬ 
spicuously successful, partly 
due to its sizeable reserves and 
the fact that these are within 
reach of Europe. But Mr Rob¬ 
ert Gray, country manager for 
the former Soviet republics at 
J.P. Morgan, who advised on 
Chevron’s Tengiz deal, also 
points to the influence of Mr 
Nursultan Nazarbayev, the 
Kazakh president. 

“Mr Nazarbayev is genuinely 
committed to economic reform 
and attracting western capital. 
The political system is also rel¬ 
atively simple, with muted 
opposition,’’ Mr Gray says. 

Mr Nazarbayev has exerted a 
personal influence bn the Ten¬ 
giz negotiations, through Mr 
Kalyk Abdulayev, deputy 
prime minis ter and haafl of the 


republic's economics commit¬ 
tee, Who heads the Kazakh 
negotiating team.'The presi¬ 
dent himself signed the final 
agreement with Mr Kenneth. 
Derr, Chevron chairman, in 
Washington. 

The break-up of the Soviet 
Union has also' helped disen¬ 
gage the brakes. 

“Previously you hatfto nego¬ 
tiate with a production miter- 
prise, a local government, a 
republican government, and 
the Soviet government Now 
the Soviet ministry lajrer has 
been removed, and the republi¬ 
can governments tend to have 
a more direct line to the. enter¬ 
prises." Mr Gray says. . 

The Karanhaganak ripal Is.a 

good example of the potential 
benefits to all parties of deals 
with the former Soviet .repub¬ 
lics. 

Kazakhstan is set to become 
an important oil and gas 
exporter by the. end of the cen-. 
tiny. While staffing levels are 
not yet certain, the develop¬ 
ment will provide employment. 


as well' as housing and other 
facilities, for -Kazakhs. 

British Gas says the deal will 
double its worldwide reserves. 
Moreover, it will play, an 
Important part- in - achieving 
the stated aim erf Mr Robert 
Evans, chairman and chief 
executive, -of increasing the 
proportion of total earnings 
coming from exploration and 
production from 15 per cent to 
40 per. cent by the year 2000. . 

This will reduce the compa¬ 
ny’s reliance on its UK market¬ 
ing operations, where it must 
surrender 50 per cent of its 
share of the industrial market 
by 1995 and may face competi¬ 
tion in the household market 
as early as next year. 

Vararhapmalt may also help 

dispel the doubts of analysts 
who . have been looking for 
proof that British. Gas can 
achieve the growth it is 
looking for in exploration and 
production. 

BG says it regards Karacha- 
ganak as a low-risk develop¬ 
ment, and pipeline infrastruc¬ 
ture already exists that would 

allow the export of both oil and 
gas to Europe/although some 
new construction may be nec¬ 
essary. At its peak, the field 
should produce 2bn cu ft of gas 
a day - similar to the UK's 
biggest gas field at Morecamhe 
Bay, and 200,000 barrels of oiL 
The. contract could last for. 60 


years.- ' " • 

The deal also has profound 
implications for Italy, which 
relies heavily on oil and natu¬ 
ral gas imports, and where the 
government has since the early 
1970s been promoting the use 
of natural gas over ofl. for both 
household consumption and 
electricity generation. 


Natural gas accounts for 
about 26 per cent of Italy's 
total energy needs, compared 
with a European average of 16 
per cent. Italian usage has 
been reinforced by the 1987 ref¬ 
erendum vote blocking the 
nuclear programme. Having 
risen from just 9 per cent in 
1970. the share of gas in overall 
energy consumption should 
reach around 33 per cent by 
the end of this century. 

The country has been keen 
to diversify its gas supplies, 
currently running at about 
50bn cu m a year. About 60 per 
cent of supplies come from 
Algeria and Russia, with Hol¬ 
land accounting for a further 
19 per cent. 

At a press conference m * 
Rome, Mr Gabriele Caglieri, * 
chairman of the state owned 
ENI energy and chemicals 
group, which owns Agip. said 
Karachaganak alone could 
meet Italy’s current consump¬ 
tion for 11 years. The field will 
increase ENTs oil and gas 
reserves by 50 per cent 

“It is the most important 
contract ever signed between 
ourselves and another coun¬ 
try." said Mr Caglieri. 

He stressed that the esti¬ 
mates for the field’s reserves 
probably represented a mini¬ 
mum,' based on current extrac¬ 
tion technology, and could be 
revised upwards in the light of 
technological advances. 

. With a population of about 
17m and rich reserves of oil 
and gas, as well as gold, silver, 
copper, lead and chromium, 
some observers say it may not 
be too much of an exaggeration 
to suggest that Kazakhstan 
could become the Saudi Arabia 
of central Asia. 


Iranian oil minister attacks carbon tax plans 


By Karen Fossil in Bergen 


A GRAVE warning of 
heightened political instability 
in the Middle East If “carbon 
taxes" planned by several 
countries including the Euro¬ 
pean Community were to get 
the go-ahead is to be given by 
Mr Gholamreza Agbazadeb, 
Iran's petroleum minis ter, in a 
speech today to delegates at a 
two-day ministerial conference 
here on energy. 

The carbon taxes would be 
imposed on fuels giving off 
emissions of carbon dioxide, 
the gas mainly responsible for 
the so-called greenhouse effect 

Dr Subroto, secretary gen¬ 
eral of the Organisation of 
Petroleum Exporting Coun¬ 
tries, yesterday rejected the 
rationale behind carbon tax 
proposals and called instead 
for the elimination of subsidies 
to coal producers and formers. 
He also suggested that taxes be 
levied on chemicals used by 


Mr Gniseppe Guarino, Italy's industry minister, 
called yesterday In Bergen for envfaromnetal 
concerns to be taken Into account more fully in 
consideration of energy policy. 

He urged a reassessment of the contribution 
of n on-traditional energy sources and in partic¬ 
ular nuclear energy. 

“The present [energy! workshop can be a 
great success if we will'be able to go from , 
declarations-of principles to c on crete actions," 
he said. This could be achieved by a fresh 


approach to the relations between producer and 

emi m imw wntiima. 

The Twlntatar added Hint junmamm fa to the 
Bnterhational Energy Agency statdtnes might 
have to be considered to amide It to play a 
constructive role in . reconciling security of 
energy supply with protection oLthe environ¬ 
ment "This broader vlskra requires an.institu¬ 
tional forum where the much needed .initiatives 
can be developed aid become a reality " ne'tqld 
delegates.. -.- •• * 


the agriculture Industry. 

“We believe that the pro¬ 
posed tax is yet another form 
of excise tax intended to raise 
government receipts [from oil 
revenues] which, in some coun¬ 
tries, are already more than 
three times the petroleum 
export revenues of the develop¬ 
ing oil-producing countries," 
Dr Subroto told conferace dele¬ 
gates. 

The Informal meetings, tak¬ 
ing place at a heavily-guarded, 
secluded seaside resort outside 
the Norwegian west coast city 


of Bergen, are intended to pn> 
mote a dialogue betwefin oil 
producers and consumers. But 
they are not expected to yield 
any formal accords between 
the 25 countries represea ted. 

In a speech prepared for 
delivery today Mr Gholamreza 
calls flu oil prices to double so 
that Middle East producers can 
regain their 1974 purchasing 
power, which he says will help 
ensure political stability in the 
region. He warns that a carbon 
tax - which he believes will 
lead to lower oil prices - will 


seriously affect producers’ 
plans, to meeting world 
through' increased- production. 

“It will disrupt the market 
mechanism due to introduction 
of uncertainty. -. our trade 
relations will suffer. . . [and] 
most important of all our eco¬ 
nomic development and that of 
our fixture generations wifi be 
endangered.” -. 

“Downward pressure on ofl 
prices must come to an end at 
all costs if leaders of the indus¬ 
trial world want to have a real¬ 
istic-policy for long-term sup¬ 


ply security," the minister 
..warns. 

With the greatest part of the 
world's oil and gas reserves 
belonging to Opec and the Per¬ 
sian Gulf Mr Gholamreza 
stresses that these areas' politi¬ 
cal security is inseparable from 
the rest of the world’s energy 
■ security. 

. “Ever since 1975, oil produc¬ 
ers' real income has drastically 
-decreased due to industrial 
. states’ policies. This poverty 
'‘-■threatens the oil producers' 
. political stability." 

Me Gholamreza questions 
whether consumers have, bene- 
fitted from lower oil prices or if 
oil products actually reached 
them at higher prices because 
of to heavy taxation. 

He supports his argument by 
pointing out that the six 
leading industrial nations, 
through taxes, are at present 
earning twice the petroleum 
revenue of the six main Opec 
producers. ■ 
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WORLD COMMODITIES PRICES 


MARKET REPORT 


COCOA - London FOX 


Cn orne LONDON METAL DCCHAMOS 


(Prices supplied by Amalgamated Metal Trading) MEATMQ Oft. 42 .OOD US gaHa, eentsAJS gaits 


Base metals ended a generally 
active LME session mixed, with 
NICKEL below earlier four-month 
highs. Dealers said three-month 
nickel's early advance to a peak 
of $7,700 a tonne was largely 
made on speculative buying 
once a move through $7,600 
triggered buy-stops. COPPER 
closed at its highs. aided by 
news that a strike could start 
at Poland's KGHM combine on 
July 20. This helped the market 
to shrug off overnight news that 
Asarco had settled with its 
unions. Come* copper contracts 
were setting successive lifetime 
highs following the cut in US 
interest rates. This sparked 
speculation that the US economy 

London Markets 


might soon reco ver. London’s 
robusta COFFEE futures gained 
up to $28 on fund buying, while 
COCOA made small losses as 
the recent rally ran out of steam. 
“Coffee has potential for more 
upside, but don't expect it to 
go anywhere in a hurry,” one 
trader said. “Then again, 1 
suppose S20-odd is almost a 
rally in London." New York raw 
SUGAR futures were firm at 
midday as short covering ahead 
of the US Independence Day 
holiday continued to underpin 
prices. Traders cited sentiment 
that the price drop of the last 
two sessions might have been 
overdone. 

Compiled from Reuters 


SPOT MARKETS 


Crude oil (per barrel FOB) 
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■•■.125 

Brcnl Blend (aaloai 

SO SC -0 60 

+ 0 J 0 

8 rani Blend (Augj 

S 20 . 70 - 0.75 

+ .175 

W T.i (f pm os«i 

K 1 . 9 S- 1 . 0 Sz 

+ JZ 5 

OB product! 



tNWE prompt delivery per tonne CIF) 

+ or- 

Premium Gasoline 

£ 229-231 


Oas 0-1 

5186-189 

+ 2 

Heavy Fuel Oil 

584-60 

+05 

Naphtha 

S 2 O 2-203 

+ 1.5 

Petroleum Arqttt Estimates. 


Other 


*■ or - 

Gold [per troy ocMk 

5346 25 

-210 

Silver ipor troy orWft 

406 . 0 c 

+ 20 

Plallnum (per boy 02 ) 

S 337 9 Q 

+ 3 a 

Palladium Ipor iroy 07 ) 

583.75 

+ 10 

Copper (US Producer) 

113 65 c 


Lead (US Producer 1 

37 38 c 


Tin [Kuala Lumpur market) t 7 91 r 


Tin [Mew York) 

329 . 50 c 

- 3.0 

Zme (US Prime Western) 

62 . 0 c 


Cattle (live weighrt 

108 B 3 p 

- 2 JS- 

Sheep (live woJghl)r+ 

74 OOp 

-4 23 ' 

Pigs (live wolgfitjt 

8632 p 

-4 45 - 

London dally sugar (rawl 

3250 Cte 

ritO 

London daily super (white) S 2 SO Ow 

-4 0 

Tab and Lyle wport price £ 239.5 

-00 

Bariev (English feed) 

109.75 


Maize (US No. 3 yellow) 

£149 Oy 


Wheat (US Dark Northern) 

Unq 


Rubber lAugj? 

49 75 p 

- 02 s 

Rubber (Sep)V 

48 . 75 p 

-085 

Rubber IKL RSS No t Jut) 

221 .Or 


Coconut oil IPhiltppinesH 

5572.54 


Palm Oil iMaloys/anft 

5387 . 5 Z 

+ 2.5 

Copra iPhiiippinosil 

S 370 0 y 

+ 25 

Soyabeans lUSj 

£ 140.5 

+ 1.0 

Cotton "A" index 

as. 50 c 

-036 

Wooltosa ( 64 s Super) 

377 p 

-6 


SUGAR 

- London FOX 

f 5 per tonne} 

Raw 

Close 

Previous 

LPgh/Low 

Aug 

223 00 

222.00 

226.00 221.00 

Oct 

203.60 

209.00 

21160 203.40 

Doc 

196 00 

196 00 

191 00 1 B 6.00 

Mar 

201 X 0 

201.00 

XII 40 200-20 

Win 

Close 

Previous 

High/Low 

Aug 

23650 

286.00 

286 X 0 285.00 

Ocr 

263.50 

26 J 50 

266.50 263.00 

DOC 

263 90 

265.00 

266.30 263 60 

Mar 

266.50 

2 Sa .50 

266 30 266.50 

May 

270.40 

27150 

272 X 0 270 50 

Aug 

275.40 

276.50 

277.00 276 70 

Oct 

266.20 

267.00 

267 50 


Turnover Raw 630 ( 113 ) lots at SO tonnes 
White 1555 ( 2304 ) 

Parts- White <FFr ccr tonne)- Aim 1475.09 Oct 
1366.58 


CRUDE OIL - IPS 


S/barrel 


Latest Previous Hlgh/Low 


C a tonne unless otherwise stated, p-oencaflcg. 
c-ccn&rib r-Mnggii/Kg.t-Aijg/Sep y July w-Jul/ 
Aug z-Aug . IMoai Commission average lats- 
tockpriccs* change from a weefc ago VLondon 
physical 5 CIF Potior dam 4 > Bullion market 
ctoao. m-Maiayslan ccnts/kg.+Sheep puces wo 
now live weight pncos.ff previous figure should 

Have been rso S 


Aug 20.96 

Sop 2062 

Oct 2060 

IPE lnde> 20 56 

20.00 
20 X 5 
20.50 
20 76 

2175 20.60 

20.72 2 a 57 

2 a 64 2 a 53 

Turnover 16 COO 130090 ) 

GASOIL - IPW 


Si tonne 


Close 

Previous 

HtghTLow 

Jul 

18975 

186.75 

188.75 1 B 7 J 5 

Aug 

153.75 

188.25 

19025 188 50 

9 ee 

191.50 

19 a 00 

19200 ifioxo 

Oct 

104 25 

192-50 

19425 19300 

llw 

195 A) 

133.75 

195 75 194 X 0 

Dec 

196.50 

194.75 

190 75 195 50 

Jort 

134 50 


194.50 

Feb 

19000 


190 00 

Turnover 11712 [146561 tats Of 100 lonnos 


FRUIT A VEGETABLES 

Bananas 55 -OQd a lb ( 50 - 70 p). New Zealand 
Kim!fruit 16 -Hip aach 116 - 2201 . spama 
French and Italian reaches HKJOp each 
( 15 - 20 p) English cherrim £ 1 . 50-1 BO a lb 
(£1 40-1 XOi ana camral period grapes 
£f.BO-ZOO a ib (£ 1 X 0 - 220 ). English potatoes 
ID-ISp B lb ( 10 - 15 p). English and French 
carrots 20 - 30 p a Ib ( 25 - 3 Sp) and English 
peas J 5 - 55 p a lb ( 35 - 55 p) English and Dutch 
peppers (all colours) £i 00-120 a lb. English 
ana Dutch cucmoeni 3 S- 55 p each 155 - 650 ) 
English Iceberg lettuce S 5 XSp cash ( 65 - 70 pl 
ana English and Oneh tomatoes A 5 - 55 p a Ib 
( 4 $- 550 ). (Note fast wash's prices shown >n 
brackets. 



Close 

Previous 

High/Low 

Jul 

563 

565 

557 551 

Sep 

575 

580 

585 567 

Dec 

604 

607 

612 597 

Mar 

633 

633 

636 624 

May 

650 

650 

550 644 

Jul 

660 

668 

667 660 

Sep 

684 

984 

885 681 

Dec 

711 

707 

714 710 

Turnover 4977 ( 12006 ) Iocs of to lenres 

ICCO Indicator prices (SDRs per tonne). Dally 

price tor Jul 1 744.55 ( 725 J 61 10 day average tor 

Jul 2 893.58 ( 687 . 36 ) 


COFTSB - London FOX 

S/to nno 


Close 

Previous 

High/Low 

Jut 

703 

681 

712 890 

Sep 

7Z2 

698 

725 704 

Nov 

744 

717 

743 723 

Jan 

762 

736 

754 743 

Mar 

771 


705 763 

May 

788 

770 

782 

Turnover -3049 ( 2216 ) lots of 5 lonnes 

ICO indicator prices {US cents per pound) tor 

Jul 1 - 

Comp, dally 4698 ( 4620 ) 15 day average 

47 X 1 ( 47 . 69 ) 



POTATOES - 1 

London FOX C/tonne 


Close 

Previous 

High/Low 

Apr 

85.5 

842 

86.0 84.0 

Turnover 41 (961 lots of 20 tomes. 

SOYAKEAL - 

London FOX £/tonna 


Base 

Previous 

HJgtVLow 

Aug 

12000 

121.00 


Turnover 0 ( 0 )tOT 3 Of 20 tonnes. 

FWOBr - London POX 

SiQ/moox point 


Class 

Previous 

High/Low 

Jul 

1001 

toos 

1010 1000 

Aug 

1020 

1025 

1021 1019 

Oct 

1180 

1170 

1180 1171 

Jan 

1215 

1205 

1215 

BFI 

1 CS 2 

1079 


Turnover 77 ( 399 ) 

□RAINS - London POX 

C/lonne 

Wheel 

Clow 

Previous 

HJgh/Low 

Nov 

1 T 4.85 

114.50 

11465 -.14 35 

Jon 

113.20 


11 B 20 117.80 

Mar 

120.79 

12080 

120.70 120-50 

May 

124.00 


124.00 123.50 


Clow 

Prevseus 

High/Lour 

Sep 

109 86 

109.50 

109 BS 109 40 

NOV 

111 GC 

112.80 

11300 112 65 

Jan 

11 & 9 G 

115 60 

IIS BO 115.70 

Mar 

117 7 S 


117.75 

Turnover. Wheat U 6 ( 195 ). 

Sailey 81 ( 25 ). 

Turnover lots of 100 Tonnes. 

PI 09 

- London FOX (Cash Settlement! p/Vg 


Close 

Previous 

H>gh/Low 

Jul 

110 5 




Close 


Previous 


High/Low AM Official Kerb dose Open httaraet 


Latest Previous Wgft/Low 


Atanfadura. * 67 % purity (5 per tonne) 


Total dally turnover 34417 Ms 


Cash 1309-10 
3 months 1334-5 


130755.5 

1333 - 3-5 


1340/1325 


1306 -T 0 

133 SXX 1338 - 5 - 40-5 182400 


Cofgwr, Qrsda A (C per tonne] 


Total daily turnover 25402 iota 


Cuh 12705-15 1270 X- 1 X 

3 months 1279 -MOO 12835 - 4.0 


1275 

1289/1277 


1275-8 

1284-8 


1281 - 53-5 120.910 


I (E per tonne) 


Total dally turnover 292 B tots 


Cash 322-3 
3 months 332 JW .0 


318 -T 

327-8 


323.75 

335/330 


32354.75 

334-5 333-4 


21.736 


Ntekel [S per tonne) 


Total daily turnover 8 X 90 Ms 


Cash 7540-50 
3 months 7615-20 


7470-80 

7545-50 


770077570 


788540 

7857-8 


73256-30 22933 


Tin (5 per tonne) 


Total OaDy turnover 2352 Iota 


Cash 7000-10 
3 months 7020-30 


706585 

7030-95 


713077020 


7025 - 30 . 

7035-40 7080-00 


10.814 


Zinc, Special Mgh Grade (3 per tonne) 


Total dally turnover 8083 tots 


Cash 1308-0 
3 months 1280-1 


1320 - 2 ' 

1291-2 


1287-1273 


1312-3 

1283-3 


84035 


LUE dosing E/S rate: 

SPOT: 19173 3 months: 10901 


6 months: 18590 


9 months; 1.8382 


New York 


LONDON BULLION MARKIT 

(Prices supplied by n M Rothschild) 


GOLD 100 troy ou S/troy oz. 


Close Previous Mgh/Low 


Gofd (troy os) 


8 price 


£ equivalent 


dose 348 . 10846.40 

Opening 3448084480 

Homing fi* 344.65 160894 

Afternoon fix 342.10 160840 

Day's nigh 3468084880 

Day's low 344 . 40844.70 


Loco Ldn Mean Gold Lsadng Rates (Vs USS) 


1 month 

336 

6 months 

3-33 

2 months 

3 X 3 

12 morfihs 

Ul 

3 months 

3 JW 



Sftvsr fix 

pnroy ox 

US cts equiv 

Spot 

213.15 

406 X 0 


3 months 

218.45 

410.30 


6 months 

223 X 0 

414 X 0 


12 months 

234 X 5 

423 . dO 



COLO COINS 


S price 


£ equivalent 


Turnovers) (3) lots of 3850 kg 


Krugerrand 

346 . 00 - 348.00 

ira.ao-i 8 i.oo 

Maple lea) 

355 . 75 - 358.05 

• 


New Sovereign 82 X 0 - 84 X 0 

42 X 0 - 44.00 

TRADED OPTIONS 

Ahanlnfun ( 99 . 794 ) Calls 


Puts 

Strike price S tormfl Jul 

Sep 

Jul 

Sep 

1290 

SB 

116 

8 

15 

1350 

27 

54 

45 

49 

14 J 0 

5 

19 

122 

113 

Copper (Grade A) Call* 


Puts 

2350 

99 

107 

16 

46 

2450 

•W 

67 

56 

94 

2550 

12 

26 

129 

162 

Coftee 

Sep 

Nov 

Sep 

Nov 

650 

77 

102 

5 

8 

700 

40 

65 • 

18 

21 

730 

17 

37 

45 

43 

Gmxm 

Sep 

Dk 

Sep 

Dec 

550 

35 

67 

10 

13 

575 

20 

SO 

30 

21 

600 

11 

37 

36 - 

33 

Brent Crude 

Aug 

Sep 

Aug 

Sep 

2050 

38 


21 


2100 

15 

37 

45 

73 • 


Jul 

346-5 

344 X 

0 

0 


347.6 

3 * 5.0 

349 J 

346.7 


348,4 

346-5 

0 

0 

Oct 

348 J 

347.4 

361.2 

348 X 

Dec 

351 X 

348.4 

353 X 

SBUA 

Feb 

353 J 

35 L 5 

354 X. . 

353 X 


356 X 

353 .B 

3 S 7 X 

355.5 

Jun 

357.6 

3 G 6 X 

357,0 

357 X 

Aug 

3508 

358 X 

0 

a ■ - 

PUTWUM 50 troy or; S/troy az. 


Close 

Previous 

Hfgh/Low • 

Jul 

388-6 

365 fl 

40 QD 

386-0 

Od 

388 X 

388.4 

3 S 4 X- T- 

387.1 

Jan 

30 T .1 

386 X 

39 IX 

387.0 

Apr 

887 . 1 . 

396-9 - 

390 X . 

390-5 

SILVER 5 X 00 tray ac cento/troy a*- 


Gkm 

Previous 

Mgh/Low 


M 

403-5 

402 X 

407 X 

402.0 

Aug 

405-0 

404.6 

0 

0 

Sep 

406.0 

40 SX 

47 UX 

404 X 

Deo 

4103 

410.4 

41 SJ 

409.0 

Jen 

412.0 

412.1 

415-0 

4160 

Mar 

415.0 

415 J 

4100 

415 X 

May 

418.1 

418.6 

o -■ 

0 - 

Jut 

4212 

421 a 

42 ZX 

421.0 

Sep 

4 Z 4 X 

4 Z 5 X 

4 ZSX 

428,0 

Dee 

4302 

431 X 

a 

0 ' 

HKHi GRADE COPPER 25 X 00 B»! cenWlba 


dace 

Previous 

High/Low 


Jul 

111.50 

1 QSL 20 

111.75 

106.90 

Aug 

112 X 0 

109 X 5 

112 X 5 

112 X 0 

Sep 

112.00 

KSX 5 

112 X 0 

109 X 0 

Oct 

111-25 

109.45 

0 

0 - 

Nov 

111.00 

10920 

0 

o ; - • 

Dec 

110 X 0 . 

109 X 5 

111 X 0 

106 X 0 

Jan 

110.15 

106 X 5 

o : 

0 

M 

100 X 0 

106.15 

0 - 

0 

Mar 

106 X 0 

107,75 

106.00 

107 X 0 

Apr 

108 X 5 

107 X 0 

107 X 0 

107 X 0 


Aug 

6006 

6052 

6110 

5970 

Sep 

6160 

6143 

6210 

6060 

Oct 

6280 

6243 

6300 

6200 - - 

Nov 

6380 

6331 

6390 . 

6290 

Dec 

6470 

6414 

6480 

6380 

Jen ■ 

6475 

6429 

648 S 

6400 

Feb • 

8380 

6300 

6360 

6280 

Mar 

6140 

6054 ' 

6140 

6060 

Apr 

5850 

5829 • 

5850 -' 

5850 

May 

5700 -. 

9860 

6600 

5600 

COCOA lO torMs^tonnas ■ 


Claea- 

-previous 

Wgh/Low 


Jul' 

912 

914 

912 ‘ 

9(77 

Sep 

969 

959 • 

967 

847 

Dec 

1013 

ioir 

1021 ' 

609 

Mar 

1057 

«W) - 

1038 

1040 

May 

W 03 

1086 

KBO 

1078 

Jul 

.1112 

1110 

1100 

1100 

Sep 

T 141 

1136 

0 

0 

Dec 

1180 

1178 

1180 

1175 

Mar 

1216 

1211 

1215 

1216 

May 

-1844 

1230 

0 . 

0 

corm “C" 97 X 00 (bs; cants/Tba 


dome 

Previous 

High/Low 


M 

SBSO 

57 X 5 . 

58-00 

57 X 0 ' 

Sep 

60.00 

59.40 

0 O 4 G ; 

3080 

Dec 

8275 

62.10 

68 X 5 

62 X 0 

Mar 

65 X 0 

64 X 5 

85 X 5 • 

B 4 J 90 

May 

6 B-» 

wxo 

6265 

69 X 0 

Jut 

TITS- 

7 LAG . 

72 X 5 .: • 

71.75 


74 XS 

73 X 6 - , 

0 

0 - 

Dec 

T 7 XS 

78 X 0 

78.75 - .■ 

78.75 ; 


Danes tighten 
controls on 
imported pigs 

By Hilary Barnes in Copenhagen 


DANISH PIG formers have set op 
an extensive system of controls to 
prevent any contamination of their 
herds by imported pigs. The system 
is a reaction to the introduction 
from July l of free trade in live 
a n i ma ls across borders between 
European Community co untri es 
The Danes are the biggest EC 


Chicago markets were closed 
yesterday for a pre-Independence 
Day holiday 


9 UOAR WORLD H* 112800 lbs; ctntsflba.' 



Ctesa 

Prsrrtoui Lflgh/Low 

On 

9 X 0 : 

3 X 0 

9.45 - 

.125 

Mar 

9 X 0 

ran 

9 X 5 : 

an 

May 

a 16 

9-<5 

9 X 5 

. an . 

Jtd 

9 X 9 - 

an 

9 X 3 

9 X 0 

Oct. 

8 X 2 

9 X 8 

9 X 0 

' 9 X 2 


COTTON 50000; cents/to* 



Ctoaa- 

Preyfow 

Wflh/Low 


Jul 

80 X 0 

85 X 3 

66 X 0 

66 X 5 

Oct 

63 X 8 

83 X 7 

63 X 6 

63.18 

Oac 

6244 ' 

62 X 7 

62 X 0 

6211 

Mar 

63 X 6 

63 . 4 S 

83.85 

63 X 0 " 

May 

64 X 6 

64 X 2 ' ' 

64 XS 

63 X 8 

Jul 

64 X 3 

64 X 0 

84 X 0 

84 X 4 

Oat 

63 X 9 

S 4.13 

0 

0 

Deo 

64.05 

84.10 .. 

64 X 5 

64 X 0 

OfUNOft JOKM 15 X 00 lbs; aana/ito 


Ctoae 

Pravtous 

Htgh/Lour 


Jul 

126 X 0 

126 X 0 

taexo 

- 128 X 0 

Sep 

118 X 0 

. 118 X 0 ' 

119 X 0 

118 X 5 

Not 

113 X 5 

114,10 . 

114 X 0 

11248 • 

An 

112 X 5 

112 X 0 

11200 

1-1225 • 

Mar 

112.60 

11260 

113 X 0 

11240 . 

Mar 

112.60 

1tz« ; ■ 

0 - 

0 ' - 

Jul 

112 X 0 

11240 

0 

0 

Sep 

. 112 X 0 

11240 

0 

0 - 

Not 

11 Z 20 

11240 

0 

0 - 


- exporters of pigmeat to non-commu- 
. nity countries, especially Japan and 
the US, which set stringent veteri¬ 
nary conditions. The US will not 
permit the import of any Danish 
. Pigmeat, if it includes as much a 
.single pig imported to Denmark 
from other EC countries, said Mr 
Bent Sloth, chairman of the Associ¬ 
ation of Danish Slaughterhou s e s .' 

The slaughterhouses’ and pig 
farmers’-organisations, in co-opera," 
tion with the government-and with 
toe authorisation of the European 
Commission, have imposed a sys- 
iem by which all imported animals 
must be ear-marked and no pigs can 
be sent to slaughter from any herd 
containing an imported pig. 


Chicago 


.UWCATUE 40000 ffascente/im 


Aug' ' 72835 
O O. 72.475 
Dec . 70850 
Mb 70850 
Apr' 71.473 

JUTt -68825 
Aug . 67875 


_goM Provtow High/Low 


72850 

72800 


72.026 

70 X 23 . 70850 

2-050 70800 
71*25 7 T 87 B 

69.060 ' BBOffp 
66800 .SLOOP 


71.775 

71850 

70825 


71823 

68850 

07850 


UVXHOQ9 4080Q ft; cente/lb*. 


Dtow. Prevtou* 


HtovLow 


CRUDE OIL (Ugbt) 42.000 US gatoS/barraC 


Law Previous Hgh/Lmr 


-Aug 

®*P 

Oct 

NOV 

Doc 

Jan 

Fab 

«ar 

May 


21-90 
2180 
2182 
21.75 
21.67 
2184 . 
2145 
2120 
21.09 
20.99 


2188 

21 . 7 S 

21.70 

2lX« 

2187 . 

9*M 

21.33 

2180 

21.08 

sago 


2182 
21 . 73 ' 
21 X 5 


22 X 3 
21 X 3 
2185 
21.77 >. 

21.68 - 21.56 

2184 - 
2185 
« 

0 
0 


.2180 

21.33 

0. 

0 ' 

0 .- 


BUTTERS (Base; September 181931 - 100) 


JuL2 juLI smfli ago yr- agov 


18488 1665.1 13998 17364 


DOW JONES IBoog: Doc. 311974 ■* 100 ) • 
_Juki Jun 30 ' rtmtfl ago Vr ago 


Spot T 1274 119 .CS 117,77 . 12782 
Futures 11987 12089 119 X 0 12282 


JW 

Aug 

Oet 

Dae 

fitly 

Apr 

Jun 
• Aug 

. 46 , 725 ' 
44 X 60 
39.100 
■ 40.675 

42 X 00 

41 X 00 , 

47.000 

44 X 00 

46 X 85 
< 4 X 25 
39.760 
■ 41 X 75 
<2900 
42250 
47 X 00 
44.773 - 

48 X 00 
44.125 
. 32725 
< 1.450 ‘ 
42890 
42 X 80 
fIJSJO 
44 X 00 

48 X 60 

< 3.725 

39.000 

40.650 

42150 

41 X 50 

< 7.000 

44 X 00 

PORK ftlUl KX 40,000 Os; eems/tb 

' L 

Close 

Previous 

Hlgh/Low 


Jul 

30 X 75 

20 X 00 

30.785 


Aug •• 

28 X 60 

. 26 X 25 

38 X 50 


fits 

38.785 

38.725 

38.650 


;Mar. 


. 38 X 50 • 

38 X 00 


May 

. 37 X 60 . 

38 X 50 

38.00 


v -M 

38 X 00 

. 30 X 00 — 

38 X 75 . 

36 X 00 




A 


ii.., 


■■ . 





v.- 

j-’*' 




L-.; >-*. , 
- 


■ v 


V ‘Tj. , 


&•/- V-t. 
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-z. 
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LONDON STOCK EXCHANGE 



fall after Wall Street opens 


FINANCIAL TIMES STOCK INDICE5 


By Terry By I end, 

UK Stock Market Editor 

STORM CLOUDS over the US 
economy overshadowed the UK 
stock market yesterday, and a 
rally from bearish pressures in 
-■the new issue sector-was 
abruptly reversed after Wall 
'Street and the US dollar began 
to slide. 

London responded well at 
first to the overni gh t strength 
.of other world markets, and 
the Footsie 2.560 level was 
.quickly recovered; albeit in 
thin trading! The shine was 
taken off share prices, how¬ 
ever, when it was confirmed 
that the issuing price for MFI, 
the furniture retailer created 
by a management buyout from 
-Asda, had been sharply 
reduced in view of conditions 


in the UK stock market. 

The early gain of 12 points 
on the Footsie disappeared but 
the market was holding steady 
until mid-afternoon, whenLLon- 
don -heard the. news from 
across the Atlantic. The Fed¬ 
eral Reserve Board's decision 
to cut the discount rate by 54 
percentage point to 3 pear cent, 
in the face of the,rise in US 
unemployment to 7.8 per cent 
of the workforce in May, was 
widely seen as sin act of ; near 
desperation rather than of reli¬ 
able economic stimulus. Trad¬ 
ers said that London was oar- 
ticularly unsettled by the 
political implications far Presi¬ 
dent Bush of the new signs of 
US economic weakness. . “ 

London’s nervousness 
increased as Wall Street turned 
from a gain of 17 points to a 


Account Pauling tlatos 

*Hrtt DoaUngo: 
Jun 15 

Jun 29 

Jul 13 

Option Deduflona: 

JmSS Jul 9 

■ .Jul 23 

LMUNMkm 
Jun as . 

Jul IQ ' 

Jul 24 

Accouot Day: 

Juf 6 

JUT-30 

Aug 3 ■' 

330 an Mo burinen day* carter. - - 


fall of 25 points early in its new 
trading session. 

Meanwhile, the fall in the US 
currency was swiftly feeding 
through to dollar-orientated 
stocks in London and the Foot¬ 
sie fell sharply. Downward 
pressure was emphasised by a 
setback in stock index futures. 
At the day's , low, the FT-SE 
Index was down by 22.7 but a 
rally took the final.reading to 
2,476.1. a net loss of 17.8. 


The Dali to below 2£QQ has 
left the FT-SE Index suspended 
nervously in thin air, with no 
visible support above the 2,436 
area recanted on the eve of the 
UK general election in April; 
on the day after polling, the 
Footsie jumped by 132 points. 

However, market turnover 
was light again with Seaq vol¬ 
ume at only 3815m shares. On 
Wednesday, when equities suf¬ 
fered badly, Seaq volume 
reached 495.1m shares, but 
. Stock Exchange statistics show 
that retail or customer busi¬ 
ness in equities was worth 
only £982.710, not an exciting 
total even by recent standards. 

The reduction in the planned 
issue of MFI from an expected 
worth of £750m to only £669m 
was seen as a further indica¬ 
tion of the problems of the new 


issue sector, and of the UK 
stock market as a whole. 

Fund managers are currently 
apprehensively regarding the 
short-term outlook and will 
only put new cash into equities 
at discounts to market levels. 
The £3bn offer for sale by Well¬ 
come closes at the end of this 
month and there have also 
been bints of impending rights 
issues from other leading com¬ 
panies. 

Most of yesterday’s losses 
came in the US-orientated 
stocks. 1CI sharply extended an 
early fall and BOC, Reekitt & 
Column, BAT Industries and 
Reuters all suffered for thir 
Wall Street associations. How¬ 
ever, shares in BP continued to 
steady, against the market 
trend, as investors tried to 
assess the dividend prospects. 
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tExcludlng intra-market 
business and Overseas turnover. 

London report and latest Share index: 
Tel. 0891 123001. Calls changed at 3Sp/ 
minute cheap rate. 48p/mlnutB at all 
other times. 


Generator 

stocks 

wanted 

POWERGEN and National 
Power were the best perform¬ 
ers in an otherwise demoral¬ 
ised. Footsie index, with the 
former given a strong boost by' 
'US-sourced buying interest 

Senior executives from 
PowerGen are currently visit¬ 
ing US investment institutions 
." a, and analysts in New York. 
~ * Hints relayed from these pre¬ 
sentations suggest that, when 
the current deal between the 
power generators and British 
Coal ends in .1993, the UK gen¬ 
erator companies will be 
allowed to sharply reduce their 
coal purchases. 

PowerGen climbed 9 to Kip 
on heavy turnover of 7.1m 
shares, while National Power 
added 7 at 249p on 2.7m. Gold¬ 
man Sachs, the US investment 
bank, was believed to have 
been a heavy buyer of the gen¬ 
erators, especially PowerGen. 

Offer worries 

4 The regional electricity 
stocks reversed Wednesday's 
gains yesterday amid sugges¬ 
tions that the Office of Elec-. 
1 tricity Regulation (Offer) is 

about to turn its attention to 
the pricing policies of the 
National Grid Company 
(Gridco). This is owned by 
the 12 regional electricity 
compames, who derive lfl.per 
cent of their profits from their 
holdings. 

Stock market hints yesterday 
were that Offer may he about 
to restrict Gridco’s future price 
rises to inflation minus 5 
points and to threaten that, if 
Gridco resists, it will be 
referred to the Monopolies and 
Mergers Commission. 

► The worst performer in the 
__ sector was Eastern, which 

dropped 19 to 275p, while fells 
__ of 17 were registered by North¬ 
ern, 341p, Norweb, 35lp, and 
Seeboard, 330p. The Electricity 
Package lost 145 to £3245. 

Glaxo struggles 

, News of a joint agreement 

with a Japanese company and 
, a recommendation from a US 
brokerage house were not 
enough to shield Glaxo from 
the general setback in Wall 
Street-influenced stocks yester¬ 
day. 

Glaxo said it had agreed with 
Yamauouchi Pharmaceutical 
to jointly develop a treatment 
against osteoporosis, a condi¬ 
tion which affects the bones, 
mostly of women aged over 55. 
1 ‘ Also, Merrill Lynch, in rec- 
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ommending the stock, said 
investors buying at the current 
weak level could expect-a 15 
per cent gain in the share 
price. 

Glaxo shares were marked 
up at the opening and reached 
670p. However, the -surprise 
early downturn by the Wall 
Street market sent : the stock 
sharply into reverse to end a 
net 5 .off at 653p after 5^1m 
shares traded. • 

ICI still weak 

There was no respite for ICI, 
which fell-a further 18 to 1170p, 
making a slide of 50 since the 
start of the week. The latest 
data on one of the rJwmicfli 
giants’ high earning drugs 
added further impetus to a 
sharp prefits forecast cut by 
one securities house earlier 
this week. 

May prescription figures in 
the US for Tenormin, ICTs beta 
blocker for treating hyperten¬ 
sion, were down by 42 per cent 
compared with the same period 
last year. The drug earned the. 
company £L18bn world-wide 
last year and $400m (£218.2m) 
In the US. However, the US 
patent ran out at the. start of 
this year and sales have 
declined much faster than pre¬ 
viously expected. 

Id’s tumble has prompted 
the market to indulge m what 
one analyst described- as 
“indiscriminate hashing” of the 
rest of the sector. v BOC weak¬ 
ened U to 631p and Yorkshire 
Chemicals declined 12 to 320p. 

BT was one of the handful of 


Footsie stocks to dose higher 
on the day, responding to. its 
inclusion in County NatWest's 
prestigious County 30 list of 
best buys. 

The “old” , shares settled 1V4 
up at 334'Ap and the partly- 
paid firmer at 234p. County 
highlighted BT as a resilient, 
highly-rated stock with good 
dividend prospects. “BT looks 
cheap as well as safe,” said 
County.. ' 

British Gas overtook British 
Petroleum as the most heavily 
traded stock in the oil and gas 
sector. The former made strong 
progress early in the session 
and touched 254p, boosted by 
Its joint deal with Italy’s Agip 
to develop the Karachaganak 
oil and gas fi e ld in Kazakhstan. 

But a growing realisation 
that the development of the 
field would involve Gas in a 
capital expenditure programme 
in the region of $3bn took the 
shine off the share price, which 
ran back to dose only a frac¬ 
tion ahead at 250p. Turnover in 
Gas topped 18m shares. 

In addition. Energy special¬ 
ists said that if Offer adopted a 
stringent regime on Gridco, 
then it would strengthen the 
hand of Olgas, the gas .watch¬ 
dog, to impose a low rate of 
return on Gas's pipeline sys- 
tem, in the event of a break-up 
of Gas's various interests. 

A volatile session in British ■ 
Aerospace savr the shares- 
move sharply ahead by 12 to 
261 p in eariy trading, on press 
reports that the company was 
discussing a regional aircraft 
joint .venture with Taiwan. 
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The positive sentiment, how¬ 
ever, received a sharp knock 
after a widely predicted sell 
note from UBS Phillips & Drew 
finally landed on investors’ 
desks. The stock came back to 
end just a penny up on balance 
at 249p after volume of L4m 
shares. 

T&N firmed 6 to 142p after a 
US court dismissed a substan¬ 
tial asbestos data against the 
company. Shares in TI Group, 
which last night held a presen¬ 
tation for investors at Klein- 
wort Benson, were in demand. 
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adding 8 at 345p. US buying 
helped British Steel buck the 
market trend and firm 3 to 
62%p in trade of 8.6m. 

Two big lines of stock in 
Owners Abroad left the holi¬ 
day group’s shares looking 
queasy, L9m being traded at 
67p and 155m at 66%p. The 
stock retreated 5 to 69p. Rival 
Airtcmrs tumbled 27 to 227p. 

The effect of a buy recom¬ 
mendation from Credit Lyon¬ 
nais Laing earlier this week 
helped paper and packaging 
group Aijo Wiggins Appleton 
to firm 2 to 228p. 

Brewery and hotel group 
Bass wilted in the face of a 
broker’s downgrade and 
renewed worries about the per¬ 
formance of its Holiday Inns 
chain in the US. Strauss Turn- 
hull snipped its profits forecast 
for this year by £20m to 
between £545m and £550m. 

Analysts returned this week 
from a US presentation where 
Bass said it did not expect an 
"acceptable return” from Holi¬ 
day Inns until 1995-96. Bass 
shares ended 10 off at 548p. 

Elsewhere in the drinks sec¬ 
tor, Scottish & Newcastle 
firmed 6 to 454p ahead of 
results due on Monday, but 
Guinness tumbled 11 to 534p 
after BZW followed County 
NatWest in downgrading the 
group. 

MARKET REPORTERS: 

Stove Thompson, Joel Kfbazo, 
Christopher Price. 

■ Other market statistics. 
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TRADING VOLUME IN MAJOR STOCKS 
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Based on the trading volume lor e selection ot Alpha aecurldm dealt through the SEAQ system yesterday until 4.30pm. Trade* of one million or 
more are rounded mm. 


EQUITY FUTURES AND OPTIONS TRADING 


THE SHARP retreat of Wall 
Street yesterday afternoon led 
to a big sell-off in stock index 
futures in a session once again 
noted for its volatility, writes 
Joel Kibazo. 

The September contract on 
the FT-SE opened firmly at 
2,522 on the back of the good 
overnight performance in New 
York- However, independent 
traders who had taken on long 
overnight positions led the 
selling of September, sending 
the contract Into retreat. 


Bargain hunters curtailed 
further falls around lunchtime 
but the respite was short-lived; 
the release of worse than 
expected US employment data 
once again sent the contract 

falling . 

Hie contact picked up ahead 
of Wall Street’s opening but 
then reacted to the US selling 
which followed the Fed's dis¬ 
count rate cut The foils on 
Wall Street put paid to any 
hopes of a further rise and 
the contract eventually closed 


at 2.489, down 29 from the pre¬ 
vious session and around 10 
points below its estimated fair 
value premium to cash of 
about 25. Turnover reached 
8,493 lots. 

The uncertainty in the mar¬ 
kets saw turnover in traded 
options once again reach high 
levels. A total of 46,520 con¬ 
tracts were traded, with the 
FT-SE option having 18,164 
lots dealt Marks and Spencer 
was the busiest stock option 
on 2,173 contracts. 
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CROATIA 


The FT proposes to 
publish this survey on 
September 1 1992. 
This is the first 
survey to be 
published by the 
Financial Times on 
the Republic of 
Croatia and as such 
it will generate a 
great deal of interest 
among our influential 
readers in over 160 
countries worldwide. 
To reach this 
audience through 
your advertisement 
and to obtain a copy 
of the editorial 
synopsis contact : 
Zeljko Paul Mandic 
Tel; 081-399 8828 
Fax: 081-399 7196 
or 

Connie Davis 
Tel: 071-873 3514 
Fax: 071-873 3428 


FT SURVEYS 


Tuberculosis is back with a vengeance, and not only 
in the Third World. Because of poverty, homelessness 
and overcrowding. First World cities like New York, 
Los Angeles and perhaps London are facing a TB 
crisis. Global eradication of the disease is not feasible, 
but urgent action is needed. Susan Danes and Jamie 
Davies report. 

John Anthers and Scheherazade Daneshkfm assess the 
leaders and laggards at the half-way point of the year 
in the UK stock markets. Plus Investing in Korea: 
why one of the most dynamic Tiger Economies 
seems to have lost its roar. 

What is the FT 
getting up to 
this Weekend? 


Elsewhere, most of our regulars are in action: Janos 
Robinson, Nicholas Lander and FhiSppa Davenport 
with Food and Drink for the Fourth of July: Robin 
Lane Fox and Arthur Heflyer on Gardening: a Travel 
page journey through Iran; three pages of Arts and 
Books; Lucia van dor Post on designers to watch; 
Sport and Motoring; Christian Tyler’s Private View 
(an interview with Czech dissident Jan Urban); Domi- 
nk Lawson; and Michael Tbompson-Noel. whose 
week starts with banana ice cream and ends with 
advice for Tina Brown at The New Yorker. 


Weekend FT 

Saturday July 4 
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FT MANAGED FUNDS SERVICE 


' Current Unit Trust prices are available on FT Cityline. Calls charged at36p/mlnute cheap rale 
and 48p/mlnute at all other times. To obtain a tree Unit Trust Cods Booklet ring (071) 925-2128. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Dollar dealt double blow 


THE DOLLAR made a 
remarkable recovery in late 
European trading yesterday 
after being dealt the double 
blow of dismal employment 
data and a cut in the Federal 
Reserve discount rate, Emma 
Tucker writes. 

The OS currency fell two 
pfennigs to a 16 month low of 
DM1.4995 on the news that 
non-farm payrolls dropped 
117,000 in June, confounding 
market expectations of a 90,000 
rise. 

But a combination of 
rumours that the Federal 
Reserve was intervening and 
the fear of going too short with 
the currency at such low levels 
rescued the dollar from further 
losses. It closed In London at 
DM1.5135 after Wednesday's 
close of D Ml .5170. 

Dealers said the dollar's 
steadiness indicated that the 
bad news had been, to a cer¬ 
tain extent, anticipated. 

The sharp drop in employ¬ 
ment was spread broadly 
across the economy apart from 
a small rise in government 
employment, and followed a 
string of poor economic data 
last week. 

Within an hour of the 
employment data being 
announced the Fed announced 
a cut in the discount rate to 3 


per cent from 3.5 per cent, its 
lowest level since the summer 
of 1963. 

Most of the big banks fol- 
iowed-up the Fed governors' 
unanimous decision to cut the 
discount rate by cutting their 
prime rates 0.5 per cent to 6 
per cent Some analysts said 
they now expected the dollar to 
head towards its all time low of 
51.4460, which it hit in Febru¬ 
ary 1991. 

“The Fed will probably 
respond to further weakness 
with more rate cuts so the dol¬ 
lar is likely to go even lower - 
it could even go into free fall,” 
said Mr Nicholas Stamenkovic, 
an economist at DKB interna¬ 
tional, the Japanese Bank. 

However, others said they 
thought the dollar would find 
support at DM1.50. 

“There's an Incredibly strong 
feeling in the market that the 
dollar is fundamentally cheap 
at these levels, and people 


don’t want to be too short 
when the Inevitable rally 
comes," said Mr Gerald Hoi- 
tham, chief International econ¬ 
omist at Shearson Lehman. 

With the dollar hogging most 
of the attention on the foreign 
exchanges, there was little 
scope for action on the EMS 
currencies. In the morning the 
Italian lira came under pres¬ 
sure as rumours of a devalua¬ 
tion swept the market. One 
trader said the lack of confi¬ 
dence overseas was Increasing. 

The currency was also 
affected by the weakness of the 
dollar and worries about the 
political and domestic outlook 
in Italy. Dealers said the Bank 
of Italy had intervened to tem¬ 
per downward pressure on the 
currency. 

The pound had a good day 
although it remained at the 
bottom of the EMS grid. It 
edged above DM2.90 to close at 
DM2.9025. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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PERIOD interbank rates eased 
marginally on the UK money 
markets yesterday after a '4 
point cut in the US discount 
rate affected traders’ senti¬ 
ment, 

“I think the Fed rate cut has 
brought home the pure frustra¬ 
tion of the fact that UK rates 
are far too high for the UK 
economy at the moment," said 
one. 

The key three-month inter¬ 
bank rate closed at 9g per cent 
from a previous close of 
around 10& per cent while six 
month money dropped to the 
same rate. 

The easing was encouraged 


6 monks US DoAn 


Md 3% 


offer 4 


September contract squeezed 
back up to levels last seen two 
and half weeks ago. It opened 
at 90.18, against Wednesday's 
close of 90.13, and rose 11 basis 
points to end at around 90.27 in 
heavy trading. This suggests 
the market is looking for 
another half point cut in base 
rates sometime over the next 
two and a half months. The 
December contract closed up 11 
basis points to finish at around 
90.49. 
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UK cl raring bank bass lending rate 
10 per cent 
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by a comment from Mr Horst 
Kohler, Germany’s sherpa to 
the G7, that he was confident 
the government would create 
the conditions necessary for an 
early cut in German interest 
rates. 

Mr Kohler said government 
budget measures, the July 1 
expiration of the solidarity tax 
and a positive development in 
wage settlements had created 
the impulse needed for a 
slow-down in the rise of 
inflation. 

Sterling futures contracts 
were traded actively. The 


Money market operations 
with the Bank of England were 
relatively quiet. The shortage 
was eventually taken out, 
although traders were a little 
reluctant to part with too 
much paper, forcing the 
overnight rate to creep up to 
around IQ‘4 per cent. 

The Bank’s initial forecast 
liquidity shortage was £950m 
but this was revised to £ibn in 
the early afternoon. The Bank 
operated once in the morning 
buying bills totalling £42m. 
Later it purchased £275m of 
bills and provided late 
assistance of around £350m. 

• The Federal Reserve added 
temporary reserves to the 
banking system with four-day 
system repurchase agreements. 
Economists said the action 
signalled a 50 basis point 
reduction in the federal funds 
rate target to 3 V* per cent 
following the half.point 
discount rate cut earlier. 
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b-Z7l 


AIB Bank Hlrfi Interest Cheque Aecp ewt 
; 5.47 

AHfcen Hume Bmrk pic 

30C«yRjte.EaY2A!r. 

S . £5rs| W| IHi r. r . i ,. Unlit Hi 

££3SS$«d<u» .t^sl 2-al «9 .^^9 


We ■ wfflKeSfcLM 


,_6070 MICA an .0 _ _ 

«2i JK. Halifax BWoSoc Aaet Reserve Qwprej 


Mt* 


«R#teiSaMfc^a<30 _ 

AUM 1>»rt Bank „ 


47-101 



10-41 

10J6 

Tnirt 

aS 1 

12.68 


teta-kn - 7.4S UU7 5r- 


JalLen He 


American Express Bank Lid 

«—— «■—» 1 —a H W . • 
Wea Soso. HI13 9AW 0444 Z3Q230 

Wrt tertaoMaa OmM ActeMt 


KsaTrai 


0EM 


mmooo-vnjm^ 

f30.000-C».W..— 

anr.ooor- 1 

■ra-Cuffim fl 1 
690O-C999 —gmm 


Ira 

MO 


2.44 

6J» 

6J3 


•ts- 


Hnmberctyde Finance Crsap .. 

jasfc^aaBr: 7JflI , - • 

_ Lupoid Jeseph & Sons Ltmtteri 

Mtk 29 Gretas Street; Lundae EGV 7EA ■ 0715882323 - 


Mlfe 


,m-17.70 



7.90 

,820 

ra«o 


2.06 

5J8 

5.93 

675! 

6JO 


lira bS 1 


*ttl! JC33:.::i-j.'f Afe'-....(930 - 7J3l 9841 to .. 

Mdt 000.001 pin-14.75 771251 U.UI Qhr,..‘. 

KMnrart Ben* Ltd v_. 

2.781 Mtk 358 KeotidrTflkmMr-laadWIiraZBT 0712671386 ? 
35 ILLCA.SZTOOrC—->9J25 ■ 6J»73l9A6UIWV -■ 
*tk- thwH Barit - trivcfboint Ao» 


M3J 

977 


Bank of Ireland tilili Interest 


jSS 

|M CZSiOOOK- 

CtaniAbc ^loo^~ 


** 3 .. I 

mn _ ’’ ! 5 


3MOWrtSLSV»g6SUia ■ ^ MWnd Bank pic 

SSiSg!te;^=rB ^iSl 


Bank of Scottand 
38TkreedMM(Si 
UO*AaU3KH2V 
GS.OOtH-.—_ 

Barclays Sited 

□DjnO-C»,444„Jl4JOO 6J3 
^ow t4, ' W " fe w T®.9J5 

Bardayi Prime Account HXCJL...'. 
PO Bat 125. Nurttemptau ■ ' . .>. 0604 

mlk 

Bcntanrk.Bnk JP1C Premter.Ac c e an t 

96 Haora Street. 



EateeartafSO 
00.000*-- 

071-6016446 
649 -9.00 [ rite . 

AMl 4351 Mtk: 

- '-.MatWect Crown Reserve Account n . 

Pruviodal Bank PTC i 

6„1 ^ 

Royal Bank of ScsUand pic PrenrlomAcc 

wezsisi&wmt; 


£25.000-£49.999_8.60 6 45 848 to' 

wesss&s is r 


San & Pvrtpcr/llabert Fleming 
16-22 Westtre Rd. Boated RM13LB ,0800 n _„ 

townShfnterACithf - WffiSSSaS SSM' 

ftSSSMtewuStEa - 071-6064633 TCSSAVmteMe—Ju4 -I 97sl Mtfc 

to Sterling Bank & Trust Ltd 
PnftteHHdAA--JBJsr 6a41 8441 to Ahte>ed«,6Ata«ySc,ncadi>g K. 

CaledonteA Bank Ph 


Abbn£dis,6AttMySt.lfcadiag K138A 0734 M2M3 - 

MBA £2JM+, _.J 10.00 - 7 901 102516-iUr, - 

BStA*tarSmn. E<fttartE3a 2^ ,0315368235 Tyraten A Co Ltd 

HlO-av^PrfeteBKctattSLBrinijl 

CatirillmlW BwataAse.-(08625 


H_ 

f 


ill- 

TESSA__J09.00 


Dmort £5,000 r*i_J 9.13 
TESSA . ..19J0 


O wU ite m t Bank Lhnftai 
1 patnentajta. EC4M 20H. H 
U500-£14499LJZKtad 

Sa.Q0a-£49.949„..l 
araaXK94.444._ 


684 9J2 Mth 

-I 9.421 Mth 


6471 


0272744720 


00.90 


0064 
09 JO 


Otr ' • 

Qlr.,-!. * 


S10O.000-S1W.949_l. 
1200.000*.... ra| 



Main otter antaclesare'ataMa-fkr rets pknw 
rt0Mtet2UC' 

dydesdala Bank PLC : 7: 

SOStVfpcoef’laca.GtMnrGUHL 


ULC Tmt United 

t*m United Dmtalnns Trad Ltd. .. ' (■.,.! 

K* PO BexlSSLAbbefSL.BearingRC13EB 0734560417 

Mth teHtetalori ■ 

JJrt 'S3So*_-JT-Elo 7JHl 9.741 Otr 7.£* 

3S j. Henry Schrader Wan & Co Ltd 
6 M 120 O ntoto. Late* ECZVbP5 , D71r382«fl00. 

- mao 6.79 4isT na 

I4J5 6.941 455l Mth 
Western Trent Higb Interest Cheque Act . r.%. 
0412487070 The Moaq umn . PTynmcU PU1SE . 0731224141 l.„ . ~ 

TJll Otr £15,000*_.950 . 7731 98*1 to. 

831 Qtr B.(i03-C14,9W„_._ 9 J 3 6.94 9 S&l to - - ‘ 

- -9MI to £7000-64,999_J480 6-731 9 Jll Qhr .- 

‘ WtanMtdan & Sontt Wert Finance PLC 


'4 •' 


fcmTS VU2UtM m srai-WJR.-- Vf - 

1 ■LTshtotr •• • •- 


. 000 *.. 

Confederation Bank Limited' 

PO Box 104, Mnett B ^ gg a apa '• * 

feirU.TS 7JE 

h:73 7J1Z) oral Yimhr - .. e 

JTV UMi 6 Um*—f9--75 7J025I 4.75) 70y .. ..... . . - * 

..Ill — ■. ■ will- a* teatnaul «• nT Inumt p^oMc, aoL ; 

. __; . UMaracxflBner tte UatacOon of teste rate iDometu -.7.- ■- 

TOBm :}!Z. Statafcralrit. Una - •• -O0«r61fcl62 - Mbtattor UereitmvaMafte- ■ • . • 

TPS a ‘ ribahkial> 1 wneUa. p 8 iaaCtaCniBnMaaiaianM..T: . 31 " - 

JHSA...„.-.lio.oo • H -IVtoly ta ttee aoBoat at camiradlaq «f iMm arid Mhar ~*5\ 

to ii rt* iMl99-wtoy/Wtaltek m. .,.-- Ihu pace ■ jew. 'CDramrieTAnaal kata'. Iirt Cn _ -v- ^, • 
£50.000*—-fins Twl USllHn Fhaao atwAIrt Imaew h treUtad »the McauvL • - 7-, 


Nof owning* Pelikon i$a cause, for great sorrow. 

So WIN one with the Weekend FT Crossword tomorrowS 


SMUtan © 


JOTTER MD 


■if c 




CROSSWORD 


-t .■£' 


No.7,889 Set by VIXEN 


TRADING STRATEGIES IDEAS 


Currencies • Bonds 
Energy • Metals & 
Oil Markets 



Setting The Trend far Others To Follow 


.. BmxMrirtpIsLId 
Fiennes Home 
32 Southgate Street 
: Winchester 
HantsS02S9QI 
Tefc DM2 B797M 
'' -matater' 



Perot & the Markets - Boom or Crash? 


Boad ail cbnul it -n FulfarMonpy, plus fo^ocastr. '.or 
Cuii'-fi’-i’- 1 - bunds, sfockrricrltols and ccmmodilios 


r.-:i Jane- Fo:qijMdison lo: a sample issue 
To! Lcnrton 71 - .539 £961 ci far. London 71 ■ J39 



WORLD STOCKMARKETS.j 
WHERE NEXT? 

If you uwka Yilw.takf, t Pusitiiin 
CIM tl .C -V«OV' FaVM istis 071 IBID . j 

art rti.3vti»«mrnu». WUMUlt. 

MrwHi•*TKi Vi 1 NUIM91 >■ II' D "MU' 


/ \ 
£'■’ A 


iB2r553^SB 

BERKELEY FUTURES LTD. j 

1 ■ ■•) U t! 

1SPAIUCROAO. ' 

TRADERS . 

LONOON-NW16XN HR 

nxuimoiMM . 

OR TEL: C. OE ROEPER M 

CMteimiftHffVCX 

ON 071-224 MB9.' 



LVX-FKEE SPECI LATION 
I \ M IT RES 


T’otatteyraaretMdevohfwyourRnMKtaao rta B ii ur ra hrtv 

jm, tJJ Mkiart Mirafiy mi 071-KS72J3 orwhc 

MtwKialexnc.fhiiQwreracaiiimUMteMSsnwara 


ACROSS 

1 Unsociable and awkward nm 
aHst(8) 

5 Sets forth conditions (6) - 

9 Pwpte correspond wlthoat 
writing anything .down (8) 

10 Near to collapse? Fancy that! 

12 A due can be amiffiiag. (5) 

13 Left over in a bar (9) 

14 Virginia is incapable of .being 
-thoughtless (6) 

16 Ona .member. of tbe family 

. walks mi CD 

19 Prepared to imbibe 1 down, a 
non-alcoholic drink (jq 

21 B^ks’.arts-or raQectibna(6) 

23 A Pole sent -Oft to obtahi cef-- 

- bain animals (9).. 

25 Some women getting escorted 

oat colour " 

26 Lets Ja rebels, keeping qtriet • 

- ■(6).' - r- ‘ \ 3 .; • 

27 The;- instructor, is' obscure 
about the craft <8> . : 

SB A ymmgster found guflty of 


6 Residents reformed as a result' 
of hard" work (9) 

7 Drill and file (5) 

8' Heartless fool terminating dis¬ 
bursement (8) 

11 Pollutes the planet ( 4 ) 
is One may travel.in.auch a 
■. vehicle in need of attrition 
(9) 

17 The most unconventional 
roam in the streets (9). . 

18 Criminal wmktngr doubly 
Popular® 

20 Order a model (4) 

21 The music man turning in is 

almost angry C7);" 

® Resent appearing less relaxed. 

. ( 6 ) -. 

-24 To. set up about fifty^one. 

. would be a bloomer (S) •; ?■ 
25 In parfiament lt hal pg to rate?- 
T a-Bpedaltax.(5>- 
Solution toPuzzle No.7^88 


kV 'J 

- V, 0, 
r,, y* 


7<*.. 
■ *' 

■9‘f 


ft 


....- v .V 


i control (By 


DOWN. 

1 A . plant that's not (fifficuftto 

2jww?(6) - . - 

2 Come down on nrntmiTivip for- 
«gn 7 prince 0>- 

3 .Feature.? pretty fittie bird 
the artist’s.into that {£)-' 

4 Langhlog about the continent 
tal being so trostix« (7> V 














































































































































































































































FINANCIAL TIMES FRIDAY JULY-3 1992 


SWEDEN IcMrtwHQ 
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Salt* StatH Hgh Uw Qsu Chog 

TORONTO 
a HO pm Prices July 2 

Qunuwra in coma unless marked 8 

600 MUM Pi St5* IS* IS* +* 

Z7700 Agnloofei »* 8% 6* +* 

13600 Air QH S00 500 300 

6600 Altxts En u$13 IS IS -* 
900 AlbNtOes SIS IS IS +* 

169600 Alcoa Al SM 28* 26* -* 

160500 Am Barr 534* S3* 33* +* 

saooAuuai sit io* n +* 


CANADA 


Mgh Lo» CtoM Gang Wee 9 


Mg* lea CUM Ctag 


High Low Ctoee Cfang 


72300 Coral Sye 530* 16* 19* -1* 
1600 CoocenOov 410 410 4iQ 
6400 CrawnX A 121 130 131 


6000 Lunera Gp uO do 537* -* 

900 unison ifcr SB* 9* 9* -* 

6100 Loam id 17* 17* 17* 


1600 Dentaon A 


35 35 35 


14200 barton 

*3* 

d8* 

5* 

-* 

8800 Oofauco 

SIS* 

a* 

13* 

+* 

300 Durum T*t 

88* 

«* 

G* 

-* 

2000 Oomar lac 

87* 

7* 

7* 


700 DbPodIAx 

*M 

44 

44 


04603 DmdmBncA 

290 

7TS 

275 

-a 


Bk Monel M* 
OtlfcaSci 522* 
BC Sugar A S3* 
BCE me 544* 
Batmoral 12* 
80H A C6* 
Bomb'd tarB SIS 
Bm vasay sii 
BP Canada Sn* 
Bramelaa US 
BraacanA Sis* 
Breakwater S2 
BC Tel raj* 
Bnmeor SiB% 
Brunswick SO* 

CAE Ind 50 
Cambfar SB* 
CwMdgsx Sis* 

Cnmeoo x uli6% 
Cboll Res 92 
CmlxvBk x *28* 
Can Ocdd SZ7* 
Can Pac x Sia* 
Can Hra SIB* 
Can Tire A Sia* 

Can urn a lao* 
Can IM B 521 

Csnsmax 26 
Cantor S2B* 
CnFcForssl SZ7* 
Care Op 470 
Canoadea SB* 
cm mesa 542* 
Cntrl Cap 10 
Ctnapa Odn 360 
CnW Fd A u4B0 
Comlnco 522* 
Coputalog 48 


46* 46* 4-* 

21* 21% 

0 9* +* 

44* 44* 

13* 11 

6* 6* 

14* 15 +* 

W* II 
II* 11* 

1(B 104 4fi 

»* 16* -* 

50 SO -I 

20 20 * 4-* 

18* 18% +* 

8 9*+* 

o a -* 
a* s* +* 

IB* U* 

16% U% -O 

51 51 

28* 28* +* 
27 * 27* +* 

ta* ia* +* 

IB* 18* 

18 18* -* 
20 * 20 % +* 

21 21 +* 

25 26 

as* 23* -* 

26% 26% -% 
480 470 +10 

B 8 

42* 42* +* 

diO 10 
345 SCO -15 
470 480 +20 

22* 22* +* 
48 sa 


240900 Etna Bay U S7* 7* 7* +* 

900 Earn Lid SB* 6* 6* 

2200 Empire 510 dlD 10 

20500 Eure Nev SI7 16* M% +* 

5300 mud 388 370 37Q -15 

4W0 FahnsJkVnr 56* 8* 8* 

7800 Riming Sl3* 18* U* +* 

1200 FutosAi S10* U* 10* 

2800 Ford* 121* 21* 21* 

3000 Four Sum > 519* 19* IB* -* 

2600 FraneoNev SZ7* 27* Z7* +* 

38800 Galacdc 12 io n -i 

4600 Gandfa A 518* 16* 18* -* 

8000 Otomto OM 368 360 365 +10 

8300 Oranges I2fl izi 121 -a 

000 GrW Lfeco 314* 14* H* -* 

19400 041 CdiR *8 5* 5* -* 

300 QW urn* SO* 0* 8* +* 

200 HarrtSS A 58* 8* 8* 

1200 Hawker SM 524 * 24 * 24* 

36000 Hw Ind S11*d11* 11* -* 

113200 Hsnde Oak) 59* 9* 0* +* 

300 Hamnger 511 11 11 

800 Hama OH 516* 16 W -* 

1S87D0 Horetaun 50% 8* B* +* 

100 HutoSayUtt 56* 6* 8* 

3300 HedsonsBay 528* 28* 28* -* 

8300 fanaaeo S3S* 34% 34% +* 

45800 Imp OU 544 * 43 * 44 +* 

321800 luce tfSS7% 88* 38% +* 

991200 Ira Corona uS5* 5* 5* +* 

43400 impruPIpe 524% 24* 24* -* 

25000 knasapi 524 * 24 24 

2000 Ivmco A u48S 460 480 48 


i Mackenzie 
i Macm Bl 
M*gvtoM 
MtdUFd! 

1 Marti TAT 
Mark Has 
mos m o 
i Uema Min 

i Minnova 

MM Carp 
Mol son A 
Mows Crap 
I Musoocho 


MMCni 
I NonMA 

NamttsFor 
I Noranda 

■ Norms 12 

I NotcnMVtg 

I Nth Tala 
I Nenhgan 
I Nova Carp 
I Hmm WSv 
I Numac OK 


G* G* 4-* 
17* 17% -* 

SI 31* -* 
15* 15* -% 
19* IS* +* 
480 480 +10 

IS 15 
13* 14* +* 

16* 16* 

172 173 +1 

31* 31* +* 

20 20* -* 
4* 4* 

8 * 8 * -* 
6 * 6 * 

8* B* +* 
18% 18% +* 
24 * 24* 

21* 21*2 
44* 44* +* 

70 70 

B* 8* +* 

a* a* 

460 480 


<13% 13* 


+1500 Onex Cora 

utt 

7% 

7% 


24500 Outlaws A 

*18* 

IT* 

18* 

+* 

384200 PWA Carp 

*5* 

5 

5* 

+* 

08600 Pxgurtan A 

315 

J300 

300 

-15 

S200 Pmcdn Pal 

S28 

25% 

26 



108200 Pegasus idU* 17* 17* +1* 

2300 Ptonsat Ml 18 16 18 -1 

713900 FWcerOotn* 512* 12* 12* +* 

0OOO Poco Pw 435 435 435 -8 

82100 Power Corp 514* 14* 14* -* 

500 Power Fin k SiB* 10* IB* 

400 Provlgo 57* 7* 7* 

2600 Quebecor A 514 14 U 


uSis 

16 

IS* 


SIS* 

IS* 

IS* 


11*27* 

27* 

27* 


ids* 

8* 

8* 

+* 

S17* 

17* 

17* 


uSU* 

12* 

12* 

+* 

812% 

12* 

12* 

+* 

817* 

17* 

17* 

-* 


Ranger OH 
Ftayiock 
Reed Stan 
Rdbnan S 

Ropap Ent 
Rio Algom 
RogsraComB 
Rothmans 
HoyafikCan 
RyiOsl Un 


8 * 8 % +* 
7% 8 

28 * 26* 

15* 17 

14% 14% 

365 375 -20 

15* 18 +* 

13* 13* 

92 92 +4 

24 * 24* +* 

178 187 +14 


117800 RytTruatoo 

86* 

e* 

8* 

+* 

«n SLorrCm A 

SB* 

8* 

9* 


7300 Sttptru R* 

34 

32 

32 


7000 ScottPapw 

816 

14% 

IS 



416 

14* 

14% 

7* 

180400 Saaomn Co 

SM* 

33 

33* 

+* 

WSNnCm 

n* 

6* 

8% 


SOW Sh«BC«l A 

841 

40* 

40* 


2000 SiwrrlB G 

»% 

a* 

8% 

63700 8HL Sysl 

810* 

9* 

10 

-* 

900 9NC Group 

$12 

12 

H* 

+2 

245W SonomfiW 

20 

IS 


8500 Saidl tm 

S1G* 

1G 


-* 

4400 Spar Aura 

816* 

18 * 

15* 

-* 

8800 Stolen A 

366 

34* 

345 


88700 Tuck B 

820 

’9% 

20 

+* 

4300 Tran globe 

$13* 

13* 

13* 



SIS* 

IB 

15* 


167100 Tar Dorn BL 

*16* 

18* 

18* 

+* 

100 Toratar B 

821* 

21* 

21 


1900 TMMPNAm 

SB 

O 


+* 

145500 TransAlta 

Idu* 

13* 

13* 


*17* 

J7* 

17* 

+* 

4200 Trtmac 

SB 

7% 


+* 

97400 Trizoc A 

$9* 

S 

9* 

1000 UAP A 

uS17* 

St 

17* 



lid* 

Id* 

-* 

2503 UnlradCorp 

827 

2B* 

27 


6800 LMOornlnd 

Sit 

10* 




480 

ran 

ran 


57200 Wcoaja E 

SIS* disk 

15* 


2500 WuuCh 

537* 

37* 

37* 

-* 

300 W1CB 

813* 

13* 

13* 


t-No voting ngtna or rasfririod mono rights 

MONTREAL 



3.-00 pm prices July 2 


137500 Bombrdtorfi 

S15 

14* 

15 

+* 

18200 Csmbtor 

ss% 

B* 

8* 

+* 

54800 Culmptoi 

828* 

=8* 

M* 

+* 

500 Con Marconi Sl6* 

16* 

16* 


12600 Casendos 

SB* 

8* 

8* 


300 DomlnTx! A 

SB* 

a* 

6* 


400 MKtoanHin 

811% 

ii% 

12 


87500 HaBkCani 

USB* 

r'i 

6* 

-* 

1800 Provlgo 

w% 

7% 


32800 OosOscar A 

US14* 

14* 

Id* 


500 Tatogloba 

813* 

13* 

13* 

-* 

18800 Vtoaotron 

S17* 

17 

17* 

+* 

1 Total Sal os 10 .KM .700 shares 





3354J0 331852 3319.85 3282.41 
99.93 100.01 100.08 100.07 


134L37 1319 77 131*52 1277.65 
212 44 21L13 21038 209.69 



341321 

4122 

ill QrdkorlB a/l/HB 

Ul Miring (1/1(80) 

166L7 

725.0 

1*47.7 

7186 

1*447 
714 7 

16423 

7133 

100J7 

(19/5/92) 

1532.01 

54.99 

Q/1Q/81] 

1232 

IU3TMA 

Ml AhJw 00(12/84) 
FraU Ma 0/1/911 

385.14 

93266 

387.45 
935. U 

390.77 

94213 

38921 

940.79 


B/9/89) 0/7/32) 
23*23 10.50 


Q/l/90) H/4/32) 


Ba2oonm 


117031 116284 11*2.75 11*528 I 1235.40 0/6) 



(15/1/92) 

£21/6/32) 

FAZ AHicn 01/12/58) 

*99.74 

69533 

693 61 

69*83 


Canm-zhuA 0/12/53) 

1980.90 

196720 

1960.90 

1970.40 

(1/7/92) 

d/10/74) 

DAX (30/12/871 

1768 bl 

173*26 

175263 

1737.12 



NYSE Comttc 

226.75 

22433 

224.44 

221.68 

Askx Mb. Itatac 

383.01 

37928 

377JO 

374.04 

NASDAQ Canporiu 

566.99 

5*3.60 

558M 

547.84 



(15/1793 £25/4/421 


a 2/2/90 £9/12/721 


(12/2/92) 01/10/72) 


Dam Industrial Dfv. YWd 


S & P ladratrial dhr. yield 
5 £ P bd. P/E ratio 


NEW YORK ACTIVE STOCKS 

Stocks Closing Change 
Wednesday traded price on day 

Om 3,183.000 25 I *~ 

Pti Monk 2996.400 76 + 

Waste Has 2.953.400 


Jun 26 

Jun 19 

Jun (2 

year ago (approx.) 

3J4 

3.14 

3.03 

3.1* 

Jun 34 

Jun 17 

Jun 10 

yaar ago (approx.) 

272 

272 

269 

263 

28.14 

7HIW 

28.44 

1868 


TRADING ACTIVITY 

t Volume Millions 

_ Jul 1 Jun 30 Jun 29 

He* York SE 214240 195-520 176.720 

Amex 10.431 13280 11898 

NASDAQ 186.083 195088 159521 


JAPAN 


Nippon MMtjg 
Nippon OH 
Nippon P» tat , 


AUSTRALIA (candwed) 


JoryZ AnstS + Dr- 


1.300 -130 

1.340 +50 


Wjiyu Etetric R»j _ 660 
OJituyasW-Gtiml ...558 


1.400 +30 

X350 +10 



led 2261 

1208 

2296 

9% 

2275 , 

1.223 : 

534 

731 

563 

1 519 

569 

489 

l 78 

63 

50 

» 

37 

40 . 

i 


CANADA 

TORONTO Jul Jun Am Jun _ 1962 

_1 30 29 26_HIGH_LOW 


Metals* Miser* Id 3167.82 3126.91 307651 3238.87 CLb/D 2828.26 0/41 

Corapoille _ Id 3387.70 337580 335L30 3666JQ 06/11 3318.10 0/4) 

MONTREAL Portfolio _ Id 1785 83 178858 177245 193759 (16/1) 1727.0418/4) 

Basevaluesof all Indices are 100 except NYSE All Common-50: Standard and Poor's-10; and 
Toronto Composite and Metals-1000. Taranto Indices based 1975 and Montreal Portfolio 4/1/ 
83. t Excluding bondw Industrial, plus Utilities, Financial and Transportation, td dosed ml 
UnanllaMe. 


Hjaa 5eeg 8o+ 01/7/6+ 


EEO Otarall (4/1/88) 


Ram Cm. IK. £1972} 
UIB6wtnl C/1/9Z) 
JAPAN 
klfctt 06/5/49) 

Trip SE (Tophi (4/1/681 
2sdSmlM 14/1/68) 
MALAYSIA 
IQSECdNpodM (4/4/86) 
NETHERLANDS 
CBS TU.RULGaJEnd 1983) 
CBS All SWIM 198R 
NORWAY 
MOST IMP/l/m 
PMUPPwes 
Madia Coup (2/1/85) 
Singapore 
SESAB-Skwn 0/4/751 


tom Coup Ex Mn/SD 


TAIWAir* 
tWjMwl Frict OOft/66) 
THAILAND 
BawM SET OOW75) 


WORLD 


6057.90 | 6134.75(1/7} 
13321* I 146957 07/1) 



59114 1 619.06(20/2) 


300.4 314.90 

2053 21550 


686.75 1 77174 08(5) 


40020 1 41699(21111 


54828 55198 552.(0 55L5S 69148(8/2) 


8834001/51 

682J0U1/5I 


445+1)8 

Id 

4523 Bl 

446750 

74*94 

Id 

75)45 

75323 

504J‘ 

3007 

4954 

495.6 

90*88 

90322 

909.71 

909 73 


1645 JO (9(4) 
660 JO 12(1) 


37224(2/11 

90L64Q/1) 


47553 0/V 
1749.91(2/1) 


643.26(8/0 
181380 (8/U 
157873 m 


44451(2/7) 

87100(2/7) 


1574L27 (29/6) 
119U9(9N) 


274.00(8/0 

19240(8/1) 


1006 DO (24/4) 
416900(2/1) 


74850 (8/1) 
MIL 10 OKU 


46750(8/4) 


870J112/1) 


Eno TMrlOO (26/6/90 

“Saiunlar Jnt 27: Tahraa Weighted Price: 4496.44 Kama Camp Ex. 55LB8. 
f StfjJni to official realcuiatlon °Caia4aud at 15.00 GMT. 

Base nines of all MUxs an 100 empt Austria Traded. 8020. HEX Gov. MIB Gen.. Euro Top-LOO, ISEQ Overall 
aad DAX-1,000. JSE Gold-255.7, JSE 2* taduttriab-264J and AunnlU All Ordinary and Mhdng-SOQ; fd 
Ckued. Iu) Unavailable 


NKKCorp 
N OK Cora 


TDK Carp—...4.230 +10 

TahriCoip_669 +22 

TahtojPtenn._1,92) 420 


TOKYO - Moot Active Stocks 

Thursday 2 July T992 




H.K4 +8r- 


1X90 -0.10 

25.80 -0.40 





223E 


0.71 -0,01 

3.£>5 40.09 

+0.06 
+0.18 


10.10 - 0.02 

7.08 40.03 

1X86 4020 
-0.02 
4009 
-0.05 
-03U 
40.07 


+0.04 
40.03 
- 0.01 
154 40.01 

2:87 

151 -0.02 


1.41 +0.03 

16.72M 40.04 
2.99 40.01 

+0.05 


13.70 +0.10 


Prim data sunpAM oy ToraAm. 


(Excuse us for asking) 


IS THIS YOUR OWN 
COPY OF THE 
FINANCIAL TIMES ? 


Or do you rely on seeing someone else's? The FT is read by four rimes as many 
senior European businessmen and women as any other international newspaper.* Make 
sure you’re one of them by getting your own copy daily. ■CPAS ml 

OUR SPECIAL INTRODUCTORY SUBSCRIPTION OFFER IS AVAILABLE NOW! 


For more details please call Gillian Hart in Frankfurt on 49 69 156850. 


FINANCIAL TIMES 

4 IS*IV( % tvvwm E 
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FINANCIAL TIMES FRIDAY JULY 3 1992-■ 




3:00 pm prices July 2 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


S’ 


eft's* 

TMU P7 He Ctoea Prev. 

Wv. f. E 100a HtfA Low Quota CklM 
040 36 31 132 13% 134 13% 

01* 0 9 791617 20 19% 19% +% 

1.SS 22 222123 55% 55 »% +% 

1713090 66% 65 66 

2 14 111 >>7 111 

2.60 8127 39* 40% 404 40% 

34% 28% ADMIT Lab 0.60 2.0229236 30% 29% 30 

13% 12 Ablflbi Pr 0.42 33 9 0 13 13 T 2 % 

11% MU 


UK* Low Stack 
16% 11% AAR Cam 
26 18% ALUtoA 
66% S3 >2 AMP Inc 
BOU 60% AMR 
3% 1% ARX 
334 384 ASA 


4-U 


990 11% 

227 9% 

228 84 

418 11 

505 9% 

68 11 % 

«% 


8 % 

9% 

10 % 

B% 

11 % 

dS% 6 

4% S 
20 % 20 % 


9% 

11 % 


"% 


+% 


-1 


11% 10% ACM 0*1 In 096 6.9 
10% 9% ACM GnOpp 0 80 62 
8% 6% 401 04 5*1 0X2 9.9 

u% W%«aiMS«i 1.1310.3 
9% 8% ACM Man 0.951£0 
13% »% ACM MOttOd 099 67 
11% flAcmaCWvS 040 6.7 20 223 

8% 4% tent* El act 4 a 8 

33% 16% Acuun 131851 20% 

19% 18% Adam* Erpr 163 68 0 53 18% 18% 18% 

48% 29% Ad Micro 3.00 9 7 508 32 30% 30% 

21% 8% Ad Micro P 300 38.7 JIMS 84 d7% 7% 

9% S Adwast Orp 010 28 81 78 8 4 8% 6% 

38 33Aago«AOR 186 *7 8 81 u38 39 % 38 

47 38% Aetna Lf 276 64 63081 43% 42% 43% 

12 6% AIWA 024 22 12 808 11% II M 

33% 24 Aflac 0.44 1,4 181073 32 30% 31% 

19% 15% Ahmancon 0 86 6 1 7 691 17% 17 17% +% 

23% 5% AUaen Inc T 78 7% 7% 74 

49% 384 AH ft C&m i 086 20 161977 43% 42% 42% 

23 % 137, Alrfcne Frt 630 20 11 8E1 15% 14% 14% 

344 22% Align Inc 28 361 31 304 30% +1% 

12% 8% Alrleaoe * 1.861SJ 7 27 11% 11 11 -■ 

104 99% AlaPwO 16 618 61 3 1014 1014 100% 

254 21% AlaPw PfA 200 80 II uSS% 25% 25% 

‘ - - 1100 102% 0102% 105+2% 


Uw Quota CIom 

+% 


-% 


644 9 0 


2 104 104 104 

3 103% 103% 103% 


103 102 1024 

10% 10% 104 
18 18% 18% 
154 15 U 

32% 224 23% 
21 20 % 20 % 
43 42% 42% 


+% 


+% 


+% 


107102% AlaPw*.44 
10HW24 Alab Pw 11 
I0£% 101% Alol) Pw 9P 600 8 7 
1051004 Alab 6 — 8 C 828 61 * 

11 % 10 % AlaPwOpPI 0.B7 61 Z> 

23% 17% Abu** Air OX 1 JJT 1 I 170 
214 W % Albany W 0.35 13 34 448 
32 214 AlCuhrr 9 03* 1.113 38 

25% 19% ACuh-f A DJ4 1.2 18 302 
44% MU Aibartaons 0 84 is 222111 
224 18% Alcan Akim 680 2X 712838 21% 214 21% 

42% 33% Also Stand 0.92 £5 171342 37% 36% 37% 

234 16% Ala»XiOwn 0 40 13 4 207 184 17% 174 
23% ISAlarrAtox 1.00 4.6138 214 21 % 21 % 21 % 

36% 27% A 68 flh Lud 086 £ 6 271459 35% 33 34% - 1 % 

404 41% Allegri Paw 620 72 II 307 44% 44% 44% 

31 22 % Allen Op I 73 08 32 254 24% 254 

30 18% Allen Can 080 18 13 237 20 19% 20 

274 20% AJtaroan 0 J 6 1.6 28 989 22 % 22 22 % 

M% 29% Mince Cw 126 67 14 267 35 33% 334 

12% 9%Allnceai 0 18 18 62 104 10 10 

082 4-202 3 19% 19% 

1 00 18 352919 58 54% 

0 75 7.0 288 ulO% 10% 

0 72 7.8 245 u9% 

0.60 08 85 9% 

Q81 8.1 57 u10% 

148 3 8 16 266 39 

21 185 84 

ISO £11834883 77% 

3505 47 48% 

102 9.4 120 10% 10% 

022 £1 14 30 7 7 

080 38172 968 21% 20% 

11 % 


214 184 Aid Irltfl 
814 40% AIM STfl 
104 9% AfelMunTr 
9% 9 AiallneOp 

10 9% Abut nine 
10 94 AteiMnMc 
40% 344 Alltel Cm 
9% 5% Alternate 
00% 61 Alcoa 

55% 38% Aba Cp A 
11% 104 AmGonInc a 
8 % 6 %AmPr«Hi 
23% 18% Amax 


♦■% 


9% 

9% 

10 

38% 

6 

754 


19% 

W% 

10 % 

9% 

«% 

10 
39 
64 
754 -0% 
47 +% 


+4 


A 

174 

45 

% 


10% 

7 

204 
114 

a 

17% 

46% +1% 
0.18+005 


dIO 104 +% 


+% 


-% 


3% 2% Am Hotels 
2% H Am Irrtml 
88% 82 Am Ini Gr 

84 2 Am loU Pf 

11 % l 0 %Au 0 mkc< 


2 

34% 

43% 

174 

22 


-% 


+4 


18 15% 15% 
11 % II 11 
46% <7% 


12 % 8 % Ama* Odd 0.08 £7 40 718 11 % 

H Jj Aiubaee Cp 01093 7, 

25 184 Amcaai Ind 0.48 £7 13 18 17% 

494 38% Amerada Hi 080 1.31351240 48% 

% ,v Amdira Crp to 100 £18 

10% 10 AM M|P< £78 7 7 54 104 

29% 22 % Am Bostick 0.11 £4 382199 28 % 28% 28% 

33% 31% Am Br£75 £75 8.7 4 31% 31% 31% 

49% 42% Am Brand* 1.76 £6 112405 47 46 % 484 

40% 344 An BoSfl U 1.00 £7 12 87 38 % 38% 38% 

314 73% Am an PM £70 23 17 34 27 % 27% 27% 

8 % 7% An Cop he 084108 317 64 8 % 84 

20% 184 Am Cap Bd 1.68 £5 34 18 20 194 194 

20>4 M% AmCwra 180 69 0 3 18% 18% 18% 

68 % 53 An CyanuM l.BS 28 141068 574 58% 58% 

344 30% Are 0 Pom £40 7.4 121371 32% 32% 32% 

24% 20 % An Extent 1.00 42 155043 23% 23% 23% 

40% 404 Am M Co £00 43 10 860 48% 464 484 

9 aVlOMhi 0.77 £7 183 8 % 8 % 6 % 

37 27% Am HUl Pi £88 &S IS 182 31% 31% 31% 

324 23 Am Haritga 084 £8 IB 10 31% 314 31% 

844 664 Are taro Hr £80 X5 104010 74 73 73% 

0.7536 3 9 37 2 4 d2% 24 

1 347 % d% H 

£68 £8113830 69% 684 88 % 

£001009 145 2 d2 2 

1.14102 88 11% tl 11% 

48 304 Am Plead £00 1.4 10 340 46% 44% 44% 

10 % 7% An 1 MEar 1.50 208 5 89 7 % 7% 7% 

3% 2 An Smp Bd 4 18 2 d2 

37 30% Are Stars* < £70 £0 10 537 34% 34% 

44% 38% AT 8 T * 1X2 3.0071383 44% 43% 

18% 18% Am Wdr 5*4 185 73 2100 17% 17% 

28% 20% Am Watr £92 4 3 9 119 22% 21% 

6 S% 48% Amarttadi a 382 6.6 13 840 83% 83% 83% 

36% 29% Amaron Hie 1.28 4318 38 30% 28% 30 

24 A An.ee Dl 3t 0 GQ 6 A % A 

18% 13% Am ewe Ine £68 43 18 482 
11 % 10% Ante* Sac > 1 . 0 B 93 0 31 

51% 41% Amoco £20 4.7 243066 

8 % 6 % AmpecPfll £30 43 T 3 

12 % 54 Aim* Inc X 0.12 £1 28 108 
31% 214 AmaouUl IX* 3.7 12 901 28% 

S% 3% Aitacomp 8 350 3% d3% 

274 18% Anadaikd 0.30 13 63 908 24 23% 

987 817 ID 8 % 

032 3.1 12 99 30 29% 

1.12 £0162327 38% 58 56% 

28 25% ANR PpdPt £881£2 ZlOQ 25% 25% 284 
47% 33% Anthem 17 241 37 38% 38% 

14% lOAittnoy m £44 40 15 S 10% 10% 10 % 

47 4 39% Aon Carp 108 3.6 121484 u47% 48% 

18% 12Ap*dn Qp< 028 1.8 27 232 15% 15% 

11 % 10 % ApwMaaP 091 02 306 11 % II 

10% 8 % APH IS 239 7 8 % 

102 98 % AppMPnPf t £12 £1 ZlOO 100% 100% 100% 

8 % S% Appld Mag 4 97 8 % 8 % 8 % 

32% 23% Arche roan £10 04 147120 23% 23% 23% 

47% 36% Area Cheml £50 5.821 23 48 44 % 44% 

11% 5% Arc Atesk 11 747 11 % 11 % 

12% 8 % Adda £28 £1 HO 885 9% 9 

38% 29% Adda PI 3.00 £4 23 38% 35% 

11 % 10 ArMa Eapl 020 1 .9 52 37 ( 0 % 10 % 

44% 32% ArmeodSP 4J01£5 2100 43% 43% 

7% 4% Armen Inc > 783 u7% 7% 

24% 19 Armco £IP £10 £9 4 23% 23% 

37% 26 Armstrong 120 42 202389 30% 30 30% 

32 25ArrwBPI 1.84 £1 280u32% 31% 31% 

20% 14% Arrow EJbc 571490 204 19% 19% 

114 4% Arlra Grp 1 42 54 5 6 

27% 20 % Anrtn Ind £68 £7 24 182 25% 24% 25% 

31% 19% Asarco me 080 28271420 31 30% 30% 

38 28% Ashld Coal 0.40 1.4 12 84 29 % 294 29% 

34 25% Ashtad OB 1.00 3 7 10 679 27 % 28% 26% 

" £4714.8 109 u»% 18% 18% 

£3520 0 8 480 12 11% 11% 

0.12 £5 38 92 34 4 23% 244 41% 

1.00 £2 13 34 18 15% 18 4% 

280 1.1 {100 2804 280% 282 % 42% 


3 

84 


8 % 

5% 

28 


11 % 8 % Analog EM* 
40 28% Angelica 
80% 51% AnhsrBaeh 


7 

8 % 

28 

3% 

23% 

9% 

29% 


+% 


47 

15% 

11 % 

8 % 


-% 


• 1 % 


+-% 


35% 

10 % 

43 

7% 

23% 


-% 


18% 124 Asia Pec f 
14% _ 


. 10% Asset Invr 
36 18% AH It Ga > 
18% 12 % AUikxie 
281% 235% An Rich 2 


37% 304 AUnta Gaa £08 6 7 18 374 38% 36% 38% 

84 4 % Adnla So« 0.40 89 11 7 4% d4% 4% 

23% 19% AOnte Egy 182 &5 112491 234 224 234 

9% 881. - -- 


+% 


119% 084 AB Rich 680 £0 322160 108% 1074 108% 


5% Adas 35 103 

23 19 AtaKH EiW 124 62 14 3 

137j IO%MndlM»> 0 50 4.0 13 107 
104 9 Ainfia/VhJ 10 213 

12 8 % Augal £40 3.0 9 88 

10 % 8 % Austria Fd 0 13 1.8 67 

49 414 Au»m Data £48 1XMI733 43% 

4% 24 Avalon EOT 5 169 2% 

28 244 Avtmco r £40 15 23 8 28% 

30 23% Avne! Inc 0 60 £2 19 565 284 27% 274 

537, 44 Avon Pro* 1.40 £6 262135 53 % 52% 53% 

28% ISAvdln Corp 7 100 1 fl% 



2 


28% 28% 


» 18 


37 37% 

11% U% +■% 
8 % 6 % -% 
18% 18% -% 

+4 


a 

a 


- B - 

434 35% BCE £20 5.9 10 405 374 
15% 7% BET ADR > £44 £9 8 7 11% 

84 8% Balmco £20 3 0 14 15 6% 

19 17 Baker Pert 172 9.4 36 18% ... , 

244 15% Baker Hugh £48 £2 202998 21% SO% 21% 

27% 22% Bolder Be £52 £0 20 16 25% 25% 25% 

39% 33% BeH Com 120 3513 BOO 35% 34% 34% • 

8% 4% Belly Mig 3 359 5 % 5% 5% - 

23 19% Baltin ME 1.44 £4 141288 22 % 22% 22% + 

87, 41j 0*H Br*t» £60 73 0 433 8% 84 84 

SO 424 Banc One 1.18 £5 154921 47 48% 47 + 

84 24 Bencflrd* 3 109 7% 7% 7% - 

30 264 BanwMVe 1.54 5 8 5 30 27 % 28% 28% 

18% 17 BaneaCnlH 4 6 17% 17% 17% 

52 41% BcrpHawdll 129 £8 11 138 47 46% 46% 

>!% 58% Bandag Inc £80 08 23 30Qu71% 70% 704 
49% 33% BankAmnca 130 £8 9KUO 484 45% 484 
89% 56Bank Boot 580 8J 11 67% 07 67% 

24% 11 % Bar* Boatn 040 1.8217193 u2S 24% 24% 

40% 31 Bk Bothi P 320 £1 8 39% 39% 39% 

43% 30 Bank Haw T 1.52 3^ 123030 42 % 41% 42 

45% 42% BankAm A £25 7 3 99 45% 454 454 

79% 72% BankAm 6 £00 7.7 35 77 % 70% 77% 

68% SOBMenTri £80 4 S 71220 824 80% 81% 

30% 20% Bards ADA £01 £2 12 13 25% 24% 24% 

34 22% Bard |C R) £48 1 9 22 981 25% *1- ■»£ 

384 314 Berea* Ore 1.40 <3 II 9 324 

40% 31 Barnefl Bk 132 18 182078 37% 

8% 4% Barak} 0JO Is 23 812 5% 

8% 5% Bama Mt 0.10 t« 9BS746 74 

804 44% Beuwh Lreh 080 I 7 31W33 49 

50% 43% Baiter Ptf 3.1G 83 2 49% 

40% 32% Balder 086 £3 1751 IB 37% 

34% 20% Bay SI CM 138 5.9 IS 51 23% 

24% 21% Bd Vr me I \M 77 18 23% 

18% 15Bear Sima £60 36 719m 17% 

46 43% SMTSPIA a 333 72 2100 u48 
234 17% Bearings £84 £8 31 27 18% 

22 % 17% Baeunan In 032 1 7 13 48 18% 

78% 64% Becton DM 1.20 1.6 15 554 u78' 


+% 




46 


37% 25% BakUng H» 084 15 25 140 

48% 404 Ball Allan £80 9 8 12*400 45 4*% 

13% 10% Ball indue £40 3.8 18 34 114 114 

52% 42% BoHSouin 778 55 152287 904 48% 

44% 30% Bolo AH A 053 1240 614 43% 43% 

28% 19% Berth 0.48 IS32 211 9G 24 % 

53% 60Serial 4jp <30 5.3 <100 52 % 524 
87% 58% Bontl £60 4.4 10 487 G9% 59% 

23% 184 Benanon A £33 18 17 8 204 20% 

r% % Benguei 0 49 40 | 1 

8300 857SBartWl Hwy 36 2 u0400 932S 

20 % 18% BorllK < 058 31 1 12 18% 17% 

14% 10% Berry Petr 060 £2 17 867 12 11 % 

28 14% Baal Buy 17 263 19 17% 

» 30% Bath St £ £9010 7 70 23 % 23% 

61% 40% Bethhm PI 5 OO 10.0 3 <74 <6% 

17% 12%BomtmB) 0.40 2 7 11054 15 % 14% 
10% 7% Berra dr En 191840 8 7% 

28% IGBMom £10 05 65 28 20 19% 

31% 21% 8trmhg» $ £50 1544 95 25% 26% 

28% 10% Bloch« 0 £40 10 271085 » 22% 


-% 


32% 25% Bhck H R. 1.24 4.417 67 28 % 28% 284 -4 


it 10% RSdCkAdV 
10% 104 aikroidiK 1*51 

10% 10 % BtkrcfcTfl! 1857 

41% 30% BkXk M4R 150 £9 222050 
15% 11^ Btocfcbualr £02 05203W7 
84 7% Blue Chip 0.78 OS 90 
12% 8% BMC M 5 55 

54% 38% Boeing 1-00 £4 8U11 
25% 17% Boise Case £60 12 61001 
8% 4% BOB BIN 0 08 1 3 17 102 
22% 13% Benin Or £04113 12 233 
Z*% 14% EtanMOiU 138 74 13 421 
34% 29% Borden tnC 
20% 16% Bonn CeK 
18% K% BatnE PiC 
105HB4 Hoam Ed 8 
274 aOBtnruer 



I.M 4.0164000 

»% 

29< 

30% 

226 112 19 

5 

20% 

73 

20 

1.48 9 7 

4 

15 

15 

15 

665 0 4 

3 

UKB 

W* 

105 

120 5-7103 

02 

21% 

20% 

20% 


CVgt 

1882 Yld. Pr Sta 

HUi Low Stock Dt*. % EIHe HW 
»% 14% Brazil FnC 027 1.B 738 lfi\ 18% 16% 

31% 28% BBE. Prop 140 8.1 W 21 23% 28% 2B% - 

- ' - -- 1.80 33 14 521 47% «9% 47% +1% 

291275 32% 32% 32% 

£78 ajienoa 874 63% 88 

£06 4 1 8 344 50% 49% 49% 

175 8.011 30 47 47 47 -1. 

441 8.1871131 48% 48% 49% 4-1% 
SO 29% 30 

£16 % £18 +£09 

16713.0 7 472 12% 12 124 

448 £9 II 789 64% 644 84% 

020 1 2 1) 878 17 18% 16% 

£47 81 3 27% 27% 27 

1-9C £3 12 137 30% 30% 38% 

72BrwnFarmn8 £44 £1 14 34 79 % 78 78% 

21 Brown Orn 180 7.143 S6I 22% 224 22% 


54% 41 % Brigga 8 S 
414 29% Brtokervn 
90% 62% BrWWM I 
37% 33% Bril Ahwy 
48% 40% Brit Gaa 
68 % 43% HP AM 
31% 27% BP Pnidhee 124 1£8 7 351 
i% aiiBP wun 
13% 11% Brt Steal 
66% 63% B« Tel 
21 154 Brood Me 

33 28% BrtdnPM 
32% 28 Brooklyn VJ j 

90 
28% 


+1 


+% 


+4 


10% 5Brorti*3hip 032 £029 1t4 5% 

24% 1B% Browning F £88 £9 199003 23% 

3% 1% BRT 1 23 1% 

17% 13% Brunawtch £44 3O48M094 14% 

19 12% Brush Well £20 12 10 78 16% 

ZS% 25% Buckeye PI £80 U 11 
16% 15% Bu**r m i IjSS 9.8 0 

14% 11% Burger K 1 1A6102 19 

»% 16% Bud Cart 10 

47% 38 Burl North 120 £2 125909 38% 374 

42% 33 Burin Rate 82317.8 242403 35 % 34% 

18 14% Burnham Pc 1J6 15 48 23 18 15% 


33 28% 

22 18 15% 

57 144 14 

88 18% 18 


5% 5% 
23% 23% 
dl% 1% 
14% 14% 
184 16% 
284 28% 
16 


144 

18% 

38 

33% 

16 


*4 


+4 


♦% 




- c - 

£48 1.4 21 264 34 % 33% 33% 

1.00 £5 32 880 200 188% 197% -H 

1 1 U 

£ d% 

IS 15% 

67 89 

u47 46% 


18 


37% 30% C8I Ind 
209% 132% CBS Inc 
1% % CCX Ins 3 

% %CF IncUb £1884.0 0 38 

23% 14% CMS Eneroy 0*8 10117 423 
10*% 78% CMA Pmi 8 84 

46% 39% CPC kill x 120 23 173838 
27% 19% CPI Com £98 £8 13 141 21 % 21 % 

87% 54% CSX 1.52 £3W138S2 88 % 65% 

24% 174 CTS Corp * £78 £131 2 24% M% 

33% 284 CabMWiea £73 £4 19 137 304 294 

85% 42% CoHOiron 21 383 49% 48% 

47% 31% Cabot Corp 104 £3 18 894 48 45 

14% 104 Cabal O&O 0.18 1312)7 toi 12% 12 

29% ig CadncaDegn 359121 21 dia% 

41 25CaeoaraW1 82826 30% 38% 

24 1% Cal Real E £251£3 7 13 1% 

4% 24 CaHad fere £12 33 02188 3% 

28% 164 Calgon Cbn 21 275 19% 

28% 22% Call met Co £64 £0 38 55 24% 

1% 4 Canon Inc 0 22 A 


4 

18% 

88% 

48% 

21 % 

68 % 

24% 

30% 

48% 

45% 

12 % 


+■% 


+■% 


1 % 

34 

18% 

24% 

A 


19% -1% 
-1% 


+% 


+4. 


+% 


+% 


t% 

3% 

18% 

24% 

. . - A 

434 31% Campbell 3 £78 £1 192672 36% 35% 38% 

A % CnmpW R3 13 120 « U U 

16% 13% Can Pac a £27 1.8 S 850 154 IS% 18% 

487410% Cap CMh > £20 £0 21 80 480 454 465% -24 
634 32 Cap Hldg 122 22 11 464 61% 60% 61 +% 

31% 24% Capotd 1.0 120 42 32 30% 29% 29% 

33% 27% COMM Mgt £90 62 10 797 34 % 33% 33% 

% 4 Caraercom 0 28 |i % % 

45% 384 Carlisle 128 32 81 20 42% 42% 42% 

3% % Carclco Pc 0 86 1% 1% 1% 

204 12% Candna Fir £60 4.7 37 221 I3d12% 12% 

84% 48% Carahra Pa 1W 62 10 618 80% 80% 50% 
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in power, energy and mater 
industries and S.SOO senior 
businessmen who specify or 
authorise the purchase of 
industrial plum & equip¬ 
ment. This is more dun any 
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Dow declines on weak June jobs data 


Wall Street _ 

AFTER a hectic morning, US 
share prices were lower at mid- 
session after an extremely 
weak June employment report 
proved a bigger influence on 
market sentiment than the 
reduction In interest rates it 
had inspired, writes Patrick 
Hartvrson in New York. 

By l pm the Dow Jones 
Industrial Average was down 
15.52 at 3,333.58. The more 
broadly based Standard & 
Poor's 5W fell 1.09 to 412.79 and 
the Nasdaq composite gave up 
5.54 at 563.45. NYSE turnover 
was heavy at 149m shares. 

The morning started firm as 
investors welcomed the Fed¬ 
eral Reserve's decision to cut 
the discount rate from 3.5 to 3 
per cent in the wake of some 
extremely bearish Jobs data. 
The June employment report 


ASIA PACIFIC 


Brazilian stocks rose 7 per 

cent in light midday trading, 
continuing their recovery after 
Monday's sharp losses on the 
political crisis over govern¬ 
ment corruption charges. 

The Bovespa index was up 
1,415 at 21,638, moving on 
rumours that an agreement 
with creditor banks on Brazil's 
$42bn commercial debt could 
be announced later in the day. 


showed that the civilian unem¬ 
ployment rate bad risen from 
7.5 per cent in May to 7.3 per 
cent in June - its highest 
level since 1984 - and that 
non-farm payrolls had fallen by 
117,000 in the month. 

The figures shocked the mar¬ 
ket, which had expected a rise 
in payrolls and little change in 
the headline jobless rate, and 
confirmed that the weak eco¬ 


nomic recovery is having no 
impact on labour conditions, 
which continue to deteriorate. 

The initially positive reac¬ 
tion to the rate cut soon gave 
way to pessimism about the 
state of the economy and the 
outlook for corporate earnings. 
Moreover, the Dow had risen 
more than TO points earlier in 
the week, so the rate cut had 
already been discounted. 

Banks were a rare bright 
spot as investors bought in the 
anticipation that the new 
lower bank prime rates (which 
were reduced from 6.5 per cent 
to 6 per cent after the Fed's 
move) will boost earnings. 

Chase Manhattan rose $% to 
$28%. Citicorp put on $% at 
$21%. Chemical advanced $% 
to $38%. JP Morgan climbed 
$1% to $58%, Bankers Trust 
firmed $% to $61% and Bank- 
America rose $1% to $45%. 

Other financial stocks were 


NYSE volume 
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also higher on hopes that 
lower interest rates will boost 
business. Including Federal 
National Mortgage, up $1% at 
$64. Salomon, $% higher at 
$35% and PaineWebber, $% 
firmer at $22%. 

On the way down were IBM. 


Nikkei rises on interest rate hopes 


Tokyo 

THE STRONGER yen and 
lower short-term interest rates 
spurred hopes of an imminent 
easing in monetary policy, and 
the Nikkei average advanced 
2.6 per cent, gaining for the 
third consecutive day, writes 
Emiko Termono in Tokyo. 

The index rose 432.56 to 
16,757.63 on active buying by 
investment trusts, pension 
funds and dealers. It dipped 
briefly to the day's low of 
16.239.76 in early trading 
on arbitrage-related selling, 
but climbed steadily in the 
afternoon to a high for the day 
of 16.802.79. 

Volume expanded to 350m 
shares [ram 219m, with dealers 
active in speculative “theme" 
stocks. Domestic institutions, 
waiting to take profits, placed 
selling orders at higher levels. 

Rises overwhelmed falls by 
923 to 79, with 78 issues 
unchanged. The Topix index of 
all first section stocks moved 
ahead 32.71 to 1,291.69, and in 


London the ISE/Nikkei 50 
index improved 6.01 to 1.026.72. 

The dollar’s fall against the 
yen. higher bonds and lower 
short-term interest rates 
encouraged dealers. Hopes that 
a US easing would prompt the 
Bank of Japan to cut the offi¬ 
cial discount rate added to the 
enthusiasm. 

Investors were also com¬ 
forted by assurances by Mr 
KUchi Miyazawa, the prime 
minister, that additional eco¬ 
nomic measures will be imple¬ 
mented to support the slump¬ 
ing Japanese economy. During 
his meeting in Washington 
with Mr George Bush, the US 
president, Mr Miyazawa 
suggested that an additional 
economic support package 
could be presented this 
autumn. 

Some traders, however, said 
the market’s rebound was tech¬ 
nical, as investors and dealers 
moved to square short posi¬ 
tions ahead of the Munich 
summit. "Real demand" by 
institutional Investors 
remained absent, they added. 


High-technology shares with 
high export ratios rose on the 
US economic recovery theme. 
Ricoh, the most active stock, 
put on Y29 to Y569, while EOA 
jumped Y58 to Y908. Citizen 
Watch, a speculative favourite, 
advanced Y37 to Y896. 

Taiyo Fishery forged ahead 
Y80 to Y461 on reports that the 
company would start breeding 
blue-fin tuna. Nippon Formula 
Feed, which has announced 
similar plans, climbed Y100 to 
Y772. Aids-related Issues were 
once again firm on short-term 
buying by dealers. Meiji Milk 
Products gained YS to Y963 
and Morinaga Milk Industry 
Y10 to Y839. 

In Osaka, the OSE average 
surged 635.51 to 19,449.25 in 
volume of 12.7m shares. 

Roundup 

DOMESTIC factors influenced 
trading on the Pacific Rim. 
Kuala Lumpur and Jakarta 
were closed for holidays. 

HONG KONG ended sharply 
lower after a day of volatile 


FT-ACTUARIES WORLD INDICES QUARTERLY VALUATION 

The market capitalisation of the national and regional markets of the FT-Actuaries World Indices 
as at JUNE 30 1992 are expressed below in millions of US dollars and as a percentage of the 
World Index. Similar figures are provided for the preceding quarter. 

The percentage change for each Dollar Index value since the end of the calendar year is also 
provided. 

NATIONAL AND Mattel % Market % % 

REGIONAL MARKETS capitalisation of World capitalisation of Work) change in 

Figures in parentheses as at Index as at Index S Index since 

Show number of Ones JUNE 30 1992 MARCH 31. 1992 DECEMBER 31,1991 

of slock _ (USSm) _ (USSm) _ 

Australia (89)....... 108060.7 1.52 106339.7 1.52 -2.96 

Austria (19). 12172.3 0.17 1209a6 0.17 +4.18 

Belgium (46). 54020.4 0.76 51114.3 0.73 + 0.58 

Canada (115). 139255.3 1.96 140170.9 2.01 -7.46 

Denmark (35). 2885&2 0.41 27089.4 0.39 -&71 

Finland (151. 1604.6 0.02 1586.1 0.02 + 0.49 

Franca (104). 257910.2 3.04 248199.8 3.55 + 9.23 

Germany (65). 288987.2 4.07 267296.1 3.82 + 7.79 

Hong Kong (55). 132022.6 1.80 103962.2 1.49 + 46^0 

Ireland (16). 9727.4 0.14 9581.7 0.14 -5.05 

Italy (78). 97590.4 1.38 97369.9 1.39 - 8.14 

Japan (473) -.- 1672397.9 23.57 1823355.5 26.09 - 29.15 

Malaysia (69)_ 38858.0 0.52 34081.4 0.49 +11.76 

Mexico (18).39031.6 0.55 47025.6 0.67 - 0.27 

Netherland (25). 118157.1 1.67 111401.7 1.59 + 6.65 

New Zealand (14). 11402.4 0.16 10882.3 0.10 -151 

Norway (23)- 7517.0 0.11 7067.4 0.10 -Z9B 

Singapore (38). 24522.4 0.35 22078.6 0.32 +1.23 

South Africa (67). 8776 1.7 1.24 9084&2 1.30 -11.10 

Spain (50). 84708.0 1.19 83751.8 150 -2.91 

Sweden (28). 46847.4 0.66 26799.4 058 +0.98 

Switzerland (65)_ 141160.7 1.99 11651Z8 1.67 +10.82 

United Kingdom (227)_ 831144.5 11.71 729085.3 10.43 + 3.70 

USA (522).-. 2863170.0 4056 28217685 40.37 -2.09 
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108060.7 

1.52 

106339.7 

ija 

-2.96 

12172.3 

0.17 

12090.6 

0.17 

+ 4.16 

54020.4 

0.76 

51114.3 

0.73 

+ 0.58 

139255J 

1.96 

140170.9 

2.01 

-7.46 

28853-2 

0.41 

27089.4 

0^9 

-8.71 

1604.6 

0.02 

1588.1 

0.02 

+ 0.49 

257910.2 

3.64 

248199.8 

3.55 

+ 9.23 

2889875 

4.07 

267296.1 

3.82 

+ 7.79 

132022.8 

1.86 

103982.2 

1.49 

+ 48.50 

9727.4 

0.14 

9581.7 

0.14 

-5.05 

97590.4 

1.38 

97369.9 

1.39 

-8.14 

1672397.9 

23.57 

1823355.5 

26.09 

-29.15 

38856.0 

0.52 

34081.4 

0.49 

+ 11.76 

39031.6 

0.55 

47025.6 

0.67 

-0.27 

118157.1 

1.67 

111401.7 

1.59 

+ 6.65 

11482.4 

0.16 

10882.3 

0.18 

-151 

7517.0 

0.11 

7067.4 

0.10 

-Z96 

24522.4 

0.35 

22078.6 

0.32 

+ 1J23 

87761.7 

1.24 

90845.2 

1.30 

-11.10 

04708.6 

1.19 

83751.8 

1-20 

-Z91 

46847.4 

0.66 

26799.4 

0.38 

+ 658 

141160.7 

1.99 

116512.8 

1.87 

+ 10.82 

831144.5 

11.71 

729065.3 

10.43 

+ 3.70 

2863170.0 

40.36 

2821768.3 

40.37 

-2.09 

1980406.2 

27.91 

1788926.3 

25.59 

+ 4.38 

84827.3 

1.20 

62S42.3 

0.89 

-2.01 

1985331.1 

27.98 

2100699.8 

30.06 

-24.6Q 

3965737.3 

55.90 

3889626.1 

55.85 

-12.56 

3002425.3 

4Z32 

2961839.2 

42^8 

-2.35 

1149261.7 

16.20 

1059860.9 

15.16 

+ 4.81 

312933.2 

4.41 

277344.3 

3.97 

+ 15^0 

4231785.8 

59.64 

4167667.8 

59.63 

-12-27 

6263311.3 

68.29 

6260370.8 

89.57 

-9.83 

7007194.1 

98.76 

6898590.9 

98.70 

-8.39 

5422557.9 

76.43 

5166080.6 

7351 

+ 0.76 

7094955.7 

100.00 

6889436.1 

100.00 

-8.42 


Europe (796)_ 19804065 27.91 1788926.3 25.59 + 4.3E 

Nordic (101). 84827.3 150 62S42.3 059 -2.01 

Pacific Basin (718). 1985331.1 27.98 2100689.8 30.06 - 245C 

Euro -Pacific (1514). 3965737.3 55.90 3889626.1 55.85 -12.50 

North America (637). 3002425.3 4252 2961939.2 4258 -25S 

Europe Ex. UK (569).. 1149261.7 16.20 10588605 15.16 +4.81 

Pacific Ex. japan (245).... 312933.2 4.41 277344.3 357 + 15JSC 

World Ex US (1708).... 4231785.8 59.64 4167667.8 59.03 -1257 

World Ex UK (2003)_ 6263811.3 68.29 6260370.8 89.57 - 9.83 

World Ex So. At. (2169).. 7007194.1 98.76 68985905 98.70 - 8.39 

World Ex. Japan (1757) ... 5422557.9 78.43 5166080.6 7351 +0.70 

The World Index (2230)... 7084S55.7 f00.00 6989436.1 100.00 -8.42 

® The Financial Times Limited. Goldman. Sachs & Co, and County NatWest Securities Limited. 1987 


trading marked by rumours of 
a HK$3bn rights issue by Sun 
Hung Kai Properties. The Hang 
Seng index retreated 52.02 to 
6,073.74 in turnover of 
HK$4Jjlbn, against HK$4.43bn. 

Sun Hung Kai receded 
HK31.5Q to HKS34.50 and other 
property shares lost ground, 
Cheung Kong slipping 40 cents 
to HKS25.80 and Henderson 
Land also 40 cents to HKS19.40. 

TAIWAN suffered a steep fall 
as disappointed investors 
dumped shares on expectations 
that the stock transaction tax 
would not be reduced. The 
weighted index finished 69.73. 
or l.S per cent, down at 4,454.08 
in turnover of T$2L37bn, after 
T$l8.45bn. 

AUSTRALIA scored its big¬ 
gest daily rise in seven weeks 
on hopes of an early Interest 
rate cut The All Ordinaries* 
index closed 14.0 higher at 
I.S61.7. News Corp led the way. 
surging 64 cents to AS21.74 in 
line with overnight strength in 
the US market 

Banks fared particularly 
well NAB appreciated 11 cents 
to A$7.89 and Commonwealth 9 
cents to A$7J29. St George, 
however, Australia's newest 
bank, which was listed yester¬ 
day. slipped from its AS6.40 
listing price to A$6.16, down 22 
cents from its last trade on the 
unlisted market 

Queensland Cotton, the day's 
other new stock, closed 47 
cents above its issue price, 
at A$2.37. 

NEW ZEALAND finished at 
its best level for two weeks on 
optimistic buying ahead of the 
budget speech, due after the 
close. The NZSE-40 capital 
index added 1955 at L54L41 in 
thin trading. 

SEOUL dropped to a 53- 
month low as South Korea's 
trade shortfall widened to 
$310m in June, compared with 
an $S5m surplus a year earlier. 
The composite stock index 
shed 3.70 to 54858, the lowest 
level since February 1988. 
Turnover decreased to 
Wonl54.98bn from Wednes¬ 
day’s Wonl8959bn. 

MANILA closed lower for the 
second day on continued profit- 
taking. The composite index 
declined 10.52 to L513.57. 

SOUTH AFRICA 

JOHANNESBURG gold shares 
jumped in line with bullion 
which broke above $347 as the 
(he dollar fell following the US 
rate cot The overall index 
rose 8 to 3,659, as the gold 
index added 19 to 1,111. Indus¬ 
trials fell 12 to 4,506. 
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NATIONAL AND 
REGIONAL MARKETS 

Figures In parentheses 
show number of lines 
of stock 
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+ 1.0 108.57 110.49 110.38 122.43 


4.18 14&38 113.89 1ia45 115.95 130.27 153.68 14054 141.74 

2.13 173.47 135.07 138.00 137.40 137.78 186.70 162.48 170.12 

5.47 145.18 113.05 115.49 11459 11Z24 146.19 13557 12458 

3.31 126.13 98.22 100.33 99J0 109.33 142.12 12452 138.28 

1-84 243.88 18990 194.02 193.17 19459 27354 226.81 237.44 

2.08 78.40 61.05 6257 82.10 68.47 89.80 73-64 

356 16452 12755 130.71 130.14 132.10 168.75 148.06 121.47 

250 126.47 98.48 100.63 100.17 100.17 127.80 114.67 102.61 

3.18 25858 201.19 20554 204.66 256.42 259.65 17656 157.99 

454 159.33 124.07 128.75 12650 12855 173.71 151.78 140.86 

3.54 6925 53.92 55.09 54.85 59.55 60.85 6859 70.82 

1.09 9653 74.94 76.56 7653 76J56 140.95 88.70 127.17 

2.69 23956 166.38 190.41 189.68 230.83 250.16 212.49 228.44 

155 1387.45 1080.37 1103.74 1098.85 4738.72 1789.77 135652 1021.63 

4.41 162.64 128.80 129.54 128.38 127.68 16652 147JB8 12958 

5 04 48.08 35.89 36.66 36.50 4454 4352 42.01 48.06 

1.84 173.50 135.10 138.02 137.42 140.53 192.85 16156 184.71 

2.00 222.37 173.16 176.90 176.13 165.70 229.63 192.78 190.52 

251 22157 17250 176.02 17556 183.57 263.60 203.16 232.69 

5.69 151.85 11854 120.81 12058 110.73 161.72 146.86 142.13 

2.51 193.78 150.89 154.16 153.49 15752 20058 173.09 184.78 

258 11153 86.61 88.49 88.11 94.79 111.44 95.99 87.00 

5.01 19250 149.66 152.88 15252 149.66 200.07 165J35 15654 

297 166.33 129.52 132.32 131.75 16653 171.68 16052 151.05 


4.02 154.12 120.01 122.61 122.08 121.69 15648 139J31 127.14 

Z21 180.08 14022 14356 142.64 140.19 188.SZ 169.66 177.03 

1- 45 103.40 80.51 82.26 81.90 83A5 14147 94.40 128.40 

2.72 12349 96.47 9845.98.12 89.22 14551 11340 12853 

2- 99 163.B0 127.55 130.32 129.77 162.45 169.69 158.70 150-17 

341 131.16 102.13 10456 103.91 105,45 132.06 121.81 109.04 

3,44 173.74 13559 13824 137.83 15448 17551 149.00 14057 

2.72 12581 97.97 100.09 99.66 101.62 148.91 118.45 W0.17 

2.54 13347 10393 106.18 105.73 11844 15048 127.21 13453 

2.82 138.00 107.46 109.79 109.31 12056 15345 130.04 135.60 

357 162.07 12650 128.95 128.39 147.46 165.40 153.20 142.33 


2.82 138.52 107.87 11020 109.73 121.53 153.70 130.86 13854 


$% lower at $97%, Merck, 
down $’/< at $49%, Minnesota 
Mining, off $2 K at $96K and 
Walt Disney, by $% at $436%. 

- Advanced Micro dropped $% 
to $8 in turnover of 1 . 6 m shares 
after it warned that price pres¬ 
sure on its 386 microchip line 
will leave second quarter reve¬ 
nues 15 per cent below the first 
quarter. 

Canada 

TORONTO stocks were firm 
but oft morning highs with the 
gold and silver sector posting 
solid gains. On Wednesday the 
market was dosed. 

The TSE composite moved 
up 19.5 to 3,4075 in volume of 
I5.7ra shares valued at C$162m.. 
The gold and stiver sector 
index surged 148.96, or 3.05 per 
cent, to 5,040.41. Advances oat- 
weighed declines by 213 to 158 
with 222 issues unchanged. 

Bangkok 

extends 

trading 

By Victor Mallet In Bangkok 

INVESTORS gave a lacklustre 
welcome to the Stock 
Exchange of Thailand’s (SET) 
new afternoon trading session, 
with turnover reaching only 
Baht 4.43bn and the SET index 
closing 4-51 lower at 746.94. 

SET officials say the 
extended hours - from 10am 
to 12.30pm and 2.30pm to 4pm 

- will allow Europeans to pay. 
more attention to Thai stocks 
because trading hours now 
overlap. But foreign Interest 
remains muted following the 
violence In May. Dr Asavln 
Chintakananda, SET executive 
vice-president, said: “We do 
not expect the volume to 
increase significantly in the 
near future." 

“It hasn’t really galvanised 
investor enthusiasm,” com¬ 
mented a broker, noting that 
most foreign investors were 
institutions who do not follow 
Thailand minute-by-minute. 

Local speculators, who used 
to gamble on the market in the 
morning, and do other busi¬ 
ness in the afternoon,-were 
also unenthusiastic. 


Continent dances to a 
transatlantic rhythm 


BOURSES danced to overseas 
times yesterday,, unites Our 
Markets Stqff. With the painful 
exception of Milan they rose on 
overnight performance on Wall 
Street and in Tokyo, kicked up 
further on a good start for the 
Dow. yesterday, then, subsided 
as the Americans took a 
slightly harder look at their 
own -p roblems .. 

FRANKFURT was strong in 
the pre-bourse, higher at the 
close with an apparent accent 
on dividend plays, and showed 
some strength in the afternoon 
on a strong bond market before 
the fall on Wall Street brought 
prices back again. 

Institutional Investors were 
slow to move, but turnover' 
climbed from DM5.5bn to 
DM6.5bn as the FAZ index rose 
4.41 to 699.74 at midsession, 
and the DAX put on 12J35 to 
1,768.61 at the close. 

The apparent dividend plays 
were Volkswagen and Mannes- 
inann, up DMlffiLO to DM38850 
and DM9.80 to DM302 at the 
dose. VW went ex a DMll divi¬ 
dend after hours and fell to 
around DM374 in the post¬ 
bourse; Mannesman, which 
does not go ex until Monday, 
held its ground. 

However, Ms Barbara Alt¬ 
ai ann of B Metzler observed 
that earlier weakness in VW 
this week had also been 
blamed on the dividend - that' 
foreign shareholders did not 
want it since a tax credit 


* FT-SE Eurotrack 1QO - Jnl 2 _ 

Hourly ch a nges 

Open 10.30am 11 am 12 pm 1 pm 2 > m clow 

1136.3 0 1137.98 1138.44 1137.53 1137.45 1138.12 1140,45 1134,63 

- pay's High 1140.95 Day's Low 1133.92 ■ 

Jul 1. Jud 30 Jurt 29 Jun 26 JunS 

1132.36 1138.30 1141.48 1145.05 1148.67 • 


Bom mb'lOH pSHOflOl- 

over of FFr2.96bn. . . 

Gdnerale des Eaux was the 
most active issue of the day, 
rising FFr14 to FFr2529 in 
290,480 shares. A block of 
200,000 shares was crossed at 
FFr9,190. Elf, ex dividend, 
dropped a -net; FFr8.60 to 
FFr351.50. ' 

Paribas gained FFr5 to 
FFr34950 on news that it 
would make a profit from the 
sale of-Its stake in Matra Com¬ 
munication.. 

The luxury goods group, 
LVMH, continued to fall, losing 
FFr15 to FFr3,761, as investors 
were worried, about the gloomy 
outlook for the industry. 

MILAN continued to slide as 
domestic investors continued 
to sell, worried by the weak¬ 
ness in the bond market and 
by growing currency devalua¬ 
tion fears. 

Dealers also reported resid¬ 
ual foreign selling, and spoke 
of a "crisis .of confidence" in 
the stock market The Comit 
index fell 6.24 to 44451. its low¬ 
est since February 1988, in 
turnover estimated" at L90bn 


makes it more valuable to Ger- - after L99.3bn. 


man shareholders - and said 
that yesterday's rise was also- 
merited on yesterday's slightly 
higher first-half profits, and 
the prospect of cost reductions 
in the second halt 
The other headline stock of 
the day was Deutsche Bank, up 
DM9.10 to DM706 at the close, 
DM709 In the early afternoon 


. Fiat-dropped L125 to [<5.090 
at its official close and fell to 
L5.045 later on. I taigas lost L3 
to L2.799 in spite of notes from 
several brokers reassuring 
Investors, that gas supplies 
from Algeria were unlikely to 
be disrupted. The stock sank to 
L2.765 later. 

ZURICH rose on active 


on bond price gains and back. demand for chemicals, and 


to DM704 later as Wall Street- 
took Its toll. 

PARIS had,a volatile day,, 
breaking above 1,900 momen¬ 
tarily on news of a cut hi US 
interest rates which sent -the 


insurers on hopes that Swiss 
interest rates -would follow 
those in. the US. The SMI index 
closed 9.3 higher at L854.6. 

Clba-Gelgy led the active list 
on foreign buying, the bearers 


bond market sharply higher. * rising SFrl4 to SFr679; Roche 


But Wall Street’s equally fast 
drop sent share prices spiral¬ 
ling . down by the dose. The 
CAC 40 Index dosed 7.40 lower 
at 1,873.52 in improved turn- 


certificates added SFr30 to 
SFr3,370. Insurers were led 
higher by . Zurich certificates, 
SFr21 firmer, at SFr874. 
AMSTERDAM was unable to 


resist the downward pressure 
coming from Wall Street and 
surrendered most of its early 
gains. The CBS Tendency 
index closed up 02 at 122.8. . 

The brewer. Heineken was .( 
the day's best gainer, dosing IT 
FI 1.40 ahead at FI X68.7D 
volume was thin. -■■■ • 

MADRID held on to clott 
0.60 higher at 23645. Construc¬ 
tions stayed weak according.to 
Mr Peter McGahan of Schroder 
Securities, banks offered a lit¬ 
tle encouragement with both 
rises and falls, and the maid- 
stay was Telefonica whjfti 
ended Pta25 better at Ptai.iso: 

Asturiana Del Zinc waji 
quoted Pta275 higher at 
Pta2.125 after Wednesday’s 
apparent Pta800 fall, but Mr; 
McGahan said that the latter - 
move was due to the company 

going ex-rights. 

- STOCKHOLM decided that it. 
was technically oversold ami j 
the AffarsvSrlden General 
index rose 10.5 to 917.4 after] 
several days of decline in Imw 
turnover and waning interess?}- 
Skandia, the insurer, a poor- 
performer in the first sis.-: 
months of this year, recovered ■■ 
SKr4.50 to SKrl03, compared 
with Monday’s low of SKtiH, ~ 
on rumours of an imminent-i, 
solution to the prolonged Issue - 
of the Norwegian company,- 
Uni-Storebrand’s stake in the - 
Swedish company. ' - 

OSLO slipped to a new 1992- 
low, depressed by continued;: 
concern about interest rates in 1 
Norway and .. weak corporator, 
earnings. The all-share index^ 
fell 2.7 to 393.2 in turnover af' : 
NKrl74m. Uni Storebrand A ’ 
shares remained weak, losing 
NKrl to NKr30. . a. ■ 

ISTANBUL slumped In heafl'. 
profit-taking after eight days a - : 
gains which brought the hide:/ 
dose to its five-month-high. 
The 75-share Index ended s.V 
4^44.66, down 197.94. 


The Top 1000 Banks 

The single most authoritative 
banking issue available. 


The July issue of The Banker 
once again contains the annual 
survey of the world's largest 
banks. Considered by bankers 
and financiers everywhere as 
the authoritative yearly ranking 
of banks, the Top 1000 survey 
carries the most up-to-date 
information and definitive 
analysis done by any magazine 

The Top 1000 has everything 
you need to know about the 
banks from Strength of Capital 
to Soundness of Performance. 


No senior person in the banking 
world can afford hot to have this 
valuable survey on his desk. 

If you are not yet a tegular read¬ 
er, you should know that The 
Banker is essential reading for 
anyone seriously concerned 
with banking and finance at the 
highest level., 

IF YOU TAKE OUT A SUB¬ 
SCRIPTION NOW YOU WILL 
RECEIVE THE JULY ISSUE 
WITH THE TOP 1000 WORLD 
BANKS FREE OF CHARGE 


m 
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The, fall of communist regimes jp 
eastern Europe has opened the 
way for largescale privatisation 
programmes and the, promise of - 
greater prosperity. That is the : : : 
theory. The practice is more 
tangled, writes Anthony Robinson 

Not ad 
as it looks 



DEPRIVATION o t property 
rights was at the heart of com¬ 
munism’s destruction of civil 
society- So the fall of commu¬ 
nist regimes throughout east¬ 
ern Europe (and much of Asia) 
has opened the way for privati¬ 
sation of state^wned enter¬ 
prises and assets on an unprec¬ 
edented scale. With it has come 
the promise of greater prosper¬ 
ity but above all the. chance of 
creating a property-owning 
middle class, to underpin 
If democracy and guarantee the 
irreversibility of the escape 
from totalitarianism..... 

At least, that is the theory. 
The practice is a much more 
tangled tale. The earliest 
attempts at privatisation soon 
revealed the extent of the. Sta¬ 
linist system’s perverse suc¬ 
cess in destroying the institu¬ 
tions, habits and above all the 
mental processes required for a 
private enterprise, market sys¬ 
tem to function. 

With the exception of 
Czechoslovakia, and toa lesser 
extent the other east and cen¬ 
tral European countries "liber¬ 
ated" by the Red Army In 
1944-45, this was a poor and 
relatively underdeveloped part 
of Europe before the Second 
World War. Capitalism existed 
mostly at a rather primitive 
and backward. level. Bat at. 
least the post-war Soviet, satel¬ 
lites only endured 45 years of 
Soviet control. Vestiges of pri-. 
vate enterprise and memories 
of markets remained, - 


However, once inside the for¬ 
mer Soviet borders. one enters 
a zone where even the memory 
of capitalism had been virtu¬ 
ally eclipsed. Wherecapttalism 
survived ft .was hugely as a 
-criminal subculture of fixers 
with vast scope for. mafia-like 
corruption arising from the 
party nomenklatura system 
which made party, factory and 
form bosses little Tsars. 

Judged against this back¬ 
ground- the privatisation pro¬ 
cess has made extraordinary 
strides. But; the first pilot 
scheme largely, funded by the 
UK’s Know-How Fund to pri¬ 
vatise selected Polish compa- 
nies fo 1990 showed the differ¬ 
ences between privatising in a 
capitalist environment and 
attempting a similar process in 
a socialist desert 

The pioneers found this 
meant operating without an 
established legal framework, 
without functioning hank* or. 
^ stock exchanges - . let alone 
any of the myriad , specialised- 
services such as security print¬ 
ing or frnflnflfai advertising. 

Since thbse early days fledg¬ 
ling stock exchanges and other 
institutions have been formed 
and- much has .been done to 
create a legal framework, usu¬ 
ally closely based on European 
Community standards, cover¬ 
ing crucial areas such as prop¬ 
erty rights, bankruptcy proce¬ 
dures. and banking. 

. At the same time, the vexed 
question of profit repatriation 



has been greatly simplified in 
the three historically most 
advanced countries, Czechoslo¬ 
vakia, Hungary and Poland, 
whose currencies are now 
Internally convertible. Russia 
is also about to make the rou¬ 
ble internally convertible as 
part of its drive to attract for¬ 
eign equity investment, The 
eventual extent of the rouble 
zone remains unclear as the 
.Baltic, states, Ukraine and 
other republics are preparing 
to issue their own currencies. 
-Uncertainty shrouds the 
future of Czechoslovakia, with 
aB Indicators pointing to the 
„ split up of the federal republic 
into two separate states with 
separate currencies and priva¬ 
tisation plans. 

. Progress with privatisation 
and the accompanying legal, 
Institutional and cultural 
changes diminishes as one 
moves further south and east. 
Recent World Bank ftzadingfor 
Romania and Bulgaria reflects 
awareness of the need to sup¬ 
port the privatisation process 
in the Balkans. Civil war In 
former Yugoslavia is destroy¬ 
ing the economic as well as 
political and social fabric, leav¬ 
ing only Slovenia to press on 
with privatisation and the cul¬ 


tivation of its links with Aus¬ 
tria and Italy. 

One of the main benefits 
from, the privatisation process 
in eastern Europe has been the 
way practical needs have iden¬ 
tified the priority areas where 
changes are needed to make 
not only privatisation but eco¬ 
nomic reform work. 

The leading accounting 
firms, international legal prac¬ 
tices and banks have estab¬ 
lished offices, often with large 
staffs, in the titles. Hundreds 
of trade sales of state-owned 
enterprises (SOE) to foreign 
multinationals have created a 
fast-growing core of often 
highly visible privatised com¬ 
panies which are both competi¬ 
tors and role models for state- 
owned enterprises stiQ await¬ 
ing nationalisation. 

Cherry picking by the multi¬ 
nationals has imrteribipri one 
feet - that relatively few SOEs 
are really attractive takeover 
propositions and that privatisa¬ 
tion of the rest is likely to get 
more difficult as time goes on. 
Hence the need for ingenious 
and unconventional mass pri¬ 
vatisation programmes 
designed to help create capital¬ 
ism without capital. 

Poland was the pioneer in 


this. But three changes of gov¬ 
ernment, the difficulty of 
retaining experienced staff in 
an over-bureaucratised privati¬ 
sation structure, as well as the 
blocking powers of an unholy 
alliance between communist- 
era managers and Solidarity- 
dominated workers councils, 
have slowed down the pace. 

Political developments in 
Czechoslovakia threaten to dis¬ 
tract attention, at least in the 
short term, from a coupon 
mass privatisation programme, 
which, if successful, could well 
become a model throughout 
the region, including Russia. 

The political victory scored 
by Mr Vaclav Klaus, the Czech 
leader, in last month’s elec¬ 
tions, has underlined the politi¬ 
cal significance of the privati¬ 
sation programme. 

He insisted that the first 
stage of the coupon scheme 
should be implemented before 
the elections. This ensured 
that &5m voters, both Czechs 
and Slovaks, went to the polls 
as owners of vouchers enabling 
them to acquire shares in 1,700 
SOEs on offer in the biggest 
and quickest privatisation sale 
ever seen. Dismantling the fed¬ 
eral structure will ensure that 
privatisation in the Czech 


lands at least will be pursued 
with renewed vigour. The out¬ 
look for privatisation in a sov¬ 
ereign Slovakia is more prob¬ 
lematical. 

Slovakia is not the only 
country whose over-sized, tech¬ 
nologically obsolescent facto¬ 
ries are virtually unsellable. 
There is growing awareness 
that a greater effort is required 
to restructure and improve the 
management of those SOEs 
which cannot be privatised hi 
the short term but whicb can¬ 
not be allowed to collapse for 
social and political reasons. 

At both government and 
enterprise level original 
assumptions about the value of 
these assets have been 
reduced. One management con¬ 
sultant always introduces his 
lectures on how to privatise 
against the background of a 
poster reading “an asset is 
worth what somebody will pay 
for it and nothing else". 

One consequence is that gov¬ 
ernments, or the various 
national privatisation agencies 
set up by them, have changed 
their priorities. Privatisation, 
especially that involving pur 
chase by foreign investors, is 
no longer seen primarily as a 
means of raising hard currency 


to bolster inadequate budget 
revenues, although that 
remains an important consider¬ 
ation. 

What is looked for is the best 
commitment to future invest¬ 
ment in restructuring and the 
biggest transfers of technology, 
management and marketing 
skills. The best deals are those 
which guarantee both the high¬ 
est number of secure jobs and 
the fastest integration of the 
newly-privatised enterprise 
into the global economy as a 
hard currency earning asset. 

Until now trade sales of the 
family silver to foreign compa¬ 
nies, and auction sales, or res¬ 
titution to former owners, of 
small scale assets such as 
shops, restaurants and houses 
have been the most successful 
forms of privatisation. But 
with many of the best assets 
privatised, especially in Hun¬ 
gary and Czechoslovakia, and 
domestic savings low or non¬ 
existent, the future will see 
greater attention paid to mass 
privatisation. Nevertheless, 
governments will still have to 
improve the economic perfor¬ 
mance, or close down, the 
industrial monuments to a 
foiled system which can be nei¬ 
ther privatised ncr revamped. 
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Editorial Production: 
Phillip Halliday 




Auckland, Buenos Aires, 

Warsaw. 

Wherever the privatisation, 

it's local to 
Arthur Andersen. 


These days when you make a call 
in New Zealand, you're guaranteed a 
privatised line. 

When you fly AeroJinas from 
Argentina you’ll travel in a privatised jet. 
And when you buy a new Fiat in Poland 
you'll be driving a newly privatised car. 

Each one of these enterprises trans¬ 
ferred from the State to the private 
sector with help from Arthur Andersen. 

fn some cases we wort closely with 


national governments, as in Poland and 
The Baltics, where we're their principal 
accounting advisers on privatisation. 
In others we help private consortia in 
their negotiations. 

The one thing each privatisation 
has In common is the depth of under¬ 
standing and commitment we bring. 

To deliver this, the local office, led 
by Arthur Andersen partners, employs 
like-minded people with local knowledge 


and experience, to develop the right 
strategy with sensitivity. 

It's all part of recognising the complex 
processes involved in developing new 
enterprises with new cultures. When you 
go to market anywhere in the world you'll 
find us there, waiting to help you. 

Contact our central European 
regional managing partner Robert 
Kraloveto in Prague on < 4.2); 21901111. or 
Doug King in London on 1 44171 438 3461. 


.Arthur 

Andersen 

ARTHUR ANDERSEN & CQ SC 


Offices In Budapest, Xle*, Moscow, Prague. Riga, Sc Petersburg, Wirt*w, Zagreb and soon to open in Bratislava, Bucharest and Sophia. More thin 200 oflicot wortdwtda. 
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PRIVATISATION IN EASTERN EUROPE 2 


Western advisers find the challenge exhilarating but stressful 

‘Like the Foreign Legion’ 


FOR hundreds of western 
bankers, accountants, lawyers 
and purveyors of other profes¬ 
sional services, the opening up 
of eastern Europe introduced 
them to a new Wild West 

The complexity of rebuilding 
capitalism has taxed their inge¬ 
nuity and patience, and taken 
many to hitherto secret loca¬ 
tions in the farthest flung 
reaches of the former Soviet 
empire. 

It Is a stressful area. “Our 
people in eastern Europe are a 
bit like members of the For¬ 
eign Legion, with more than a 
fair share of divorces and 
unhappy marriages among 
them," says the eastern Europe 
manager of one large account¬ 
ing firm, who wishes to remain 
anonymous. But it it is also a 
place which attracts the young 
and the adventurous. 

“You are in the forefront of 
history, you are trying to make 
privatisation work, you are 
inventing things all the time - 
in a world without stock 
exchanges or banks or even 
application forms," explains 
Mr Arnold Shipp, senior man¬ 
ager at Samuel Montagu which 
was one of the first UK-based 
merchant banks to plunge into 
the new area. 

City firms, were quick to 
spot the potential new mar¬ 
kets, and were greatly helped 
by the UK Know-How Fund, 
which finances a broad swathe 
of privatisation-related projects 
from its £25m-£30m annual 
budget for the area. 


The greatest demand has 
been for accounting, auditing, 
evaluating, due diligence and 
other services, which has led 
the big six international 
accounting firms, and many 
smaller companies, to build up 
fast-growing practices in all 
east European capitals and 
other leading cities. 

According to a survey by Pri¬ 
vatisation International, which 
specialises in privatisation 
news worldwide. Coopers and 
Lybrand tops the list of east 
European assignments, closely 
followed by KPMG and Price 
Waterbouse. 

In spite of the rapid growth 
over the last three years, the 
virtually zero starting point 
and desperate shortage of hard 
currency means that eastern 
Europe still represents only a 
fraction of most companies* 
overall business. 

“There is a widespread belief 
that eastern Europe is the big¬ 
gest thing that ever happened 
in the privatisation field. It 
isn’t,” says Mr Richard Gle- 
dhill, head of privatisation ser¬ 
vices for Price Waterhouse. "In 
terms of business and fee 
income the work generated by 
privatisation in Latin America, 
south-east Asia and Australia 
is much greater. Out of 800 
partners worldwide only 10 or 
11 are engaged full-time in 
eastern Europe which repre¬ 
sents only around S per cent of 
total fee income and time." 

"The three big markets for 
accounting and other profes¬ 


sional services in eastern 
Europe are governments, state- 
owned enterprises and poten¬ 
tial investors." he adds. 

While the area remains rela¬ 
tively small in global income 
terms for foreign advisers of all 
stripes, demand for their ser¬ 
vices is growing fast 

The entire institutional and 
legal framework is having to 
be built up at the same time as 
deals are being negotiated to 
transfer property from often 
ill-defined "state” ownership to 
private hands. This is the main 
difference between privatisa¬ 
tion in the former centrally 
planned economies and else¬ 
where. 

The scale of the needs is tbs 
reason why "it is easier to get 
a mandate in eastern Europe 
than most places, but 10 times 
more difficult to actually close 
a deal," according to Mr Alas- 
dair Dundas of Bankers Trust, 
who advised the Czech govern¬ 
ment on several early privati¬ 
sation deals in the glass, 
cement and other areas. 

“ We have to do a lot of 
hand-bolding” adds Mr Domi¬ 
nic Hollanby of Andersen Con¬ 
sultants, who is currently 
advising the Ministry of Priva¬ 
tisation in Lithuania. “Minis¬ 
ters and senior officials are 
often bright but inexperienced 
and surrounded by men who 
ran the old system and want to 
preserve their own jobs. The 
best combination of skills 
required by management con¬ 
sultants in this area is a good 
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Zivnostenska Banka a. s. 

- banking since 1868 - 

Share Capital: Csk 1,360,-110,000 
General Reserves: Csk 136,041,000 

has been privatised and refounded as a joint stock company. 

Its Shareholders are: 

4S Fund of the National Property of the Czech Republic whose 
shares will be released through the voucher meihod and 
through restitution funds to me public 

40 in BHF-BANK, Frankfurt am Main 

12 International Finance Corporation, a member of the World 
Bank Group, Washington 
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international Finance Corporation, Washington, for the privatisation 

Coopers & Lybrand Deioitte, Chartered Accountants, London, for 
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accountancy background com¬ 
bined with practical industrial 
experience,” he says. 

One of the most difficult 
tasks is helping to bring about 
the revolution in attitudes 
needed to transform the 
authoritarian, production-first 
mentality of the old manage¬ 
ment structures. 

“There are very few sales, 
marketing or finance people 
around to shift the orientation 
from production to satisfying 
consumers. If privatisation is 
to succeed power needs to be 
shifted from the production 
men and engineers to manag¬ 
ers with skills which as yet 
hardly exist," says Mr Hol¬ 
lanby. 

The Influx of highly paid for¬ 
eign advisers, accountants, 
lawyers consultants is not 
without stress for the newly- 
liberated host countries either. 
Nationalist are rising 

throughout the region. For 
some local officials and resent¬ 
ful citizens, the western 
adviser has taken over a simi¬ 
lar role to that formerly played 
by the discrete but ubiqitous 
KGB-linked Soviet advisers. 


For over four decades they sat 
in the important ministries. 

Critics of the Know-How 
fund, for example, say it is 
more a form of outdoor relief 
for a London City financial 
establishment facing hard 
times than genuine aid to the 
east Often the complainants 
are academics or local econo¬ 
mists who are employed as 
sub-contractors, at low local 
pay rates, for western compa¬ 
nies who then charge up to 
£200 an hour for producing the 
final product 

Substituting the beady eye of 
the accountant or lawyer for 
the tyranny of the central plan 
is clearly not a painless pro¬ 
cess. The urgency of transfer¬ 
ring practical and organisa¬ 
tional skills however is now 
widely recognised, especially 
by governments. 

Time and again, the weak¬ 
ness of banking systems, short¬ 
age of capital and the uncon¬ 
trollable increase in 
non-performing inter-enter¬ 
prise debt emerge as mines set 
to explode under SOB’S on the 
privatisation menu. That Is 
why the World Bank, and 
other international institutions 
such as the European Bank for 
Reconstruction and Develop¬ 
ment (EBRD) or the European 
Community’s Phare fund place 
top priority on funding pro¬ 
grammes to train a new 
generation of central 


Privatisation a ssi g nm ents worldwide in 1991 


Firm 

Countries 

E. Europe Jobs 

Total jobs 

ACCOUNTANTS - 



274. 

“3AB 

Coopers & Lybrand 

43 

127 i 

Price Waterhouse 

40 

88 

Cfto 

/wir 

Arthur Andersen 

44 

67 

225 

KPMG 

. is . 

98 

155 

Touche Ross .. 

23 

43 

113 

Ernst & Young 

17 ’ 

48 

73 

INVESTMENT BANKS 




Credit Suisse First Boston 

12 

34 

57 

N. M. Rothschild ... 

11 

10 

25 

Samuel Montagu 

11 

7 

25. 

Morgan Grenfell 

13 . . 

13 

23 - 

ay. 

S. G. Warburg 

12 

3 

20 

4Q 

Goldman Sacha 

13 

4 

IS 

Salomon Brothers 

11 

7 

16 

Credit Commercial de France 

9 

4 

13 

Schroder* " 

6 

6 

9 

LCF Edmond de Rothschild Bqe 

5 

4 

9 

LAW FIRMS 




Baker & McKenzie :. 

6 

28 

32 

While & Case . 

4 

24 

24 

Allen & Overy - 

6 

8 

15 

LfnkJaters & Paines 

3 

S 

10 

Denton Hall Burg in & Warrens 

4 

3 

5 

Cleary Gottlieb Steen & Hamilton 

• , 3 

1 

4 

Norton'Rose • 

2 

1 

2 

OTHER CONSULTANTS 




NERA 

4 

2 

10 

□ewe Rogerson ■ 

4 

3 

6 


and commercial bankers. 

With German banks-deeply 
pre-occupied in buUding up 
their networks in former east 
Germany other European, US 
and to a lesser extent Japanese 
investment banks, are busy 


LIMITS TO PRIVATISATION 


Green fields also beckon 


PRIVATISATION in all Its 
many forms is the most impor¬ 
tant process at work trans¬ 
forming economies and societ¬ 
ies throughout the region. But 
it is not a panacea. 

Some potential foreign 
investors, having looked at the 
assets on offer, have concluded 
it is easier to make a green¬ 
field investment than battle 
with bureaucrats in the vari¬ 
ous privatisation agencies, 
fight with the labour union- 
sover large scale retrench¬ 
ments or risk zmquantifiable 
obligations to dean up inher¬ 
ited environmental problems. 

Significantly, most of the 
estimated $3bn-$3bn foreign 
equity investment in the 
region to date has been geo¬ 
graphically concentrated on 
fixe three central European 
states - Czechoslovakia, Hun¬ 
gary and Poland. It has been 
focused on a narrow range of 
industries, mainly service, 
including the media and 
hotels, or consumer goods, 
indnding foodstuffs, tobacco, 
cosmetics and pharmaceuti¬ 
cals. Other targeted areas have 
been construction materials, 
especially glass and cement, or 
the automobile and compo¬ 
nents industries. 

For the mul ti nationals , the 

purchase of established con¬ 
sumer goods companies gives 
them a convenient base from 
which to infiltrate their 
famous brand names into 
almost virgin markets. In this 
way they extend their global 
competition for market share 
to areas which are poor now, 
but win not remain so. 

This is of particular interest 


to the car and truck manufac¬ 
turers operating in otherwise 
saturated markets. They need 
low-cost production centres in 
eastern Europe as much to 
improve competitlvity in the 
West as to serve demand in 
eastern Europe where the 
transition to capitalism has 
been accompanied everywhere 
by steep foils in production 
and real incomes. 

In effect, foreign investors 
are homing in on those sectors 
which were always given the 
lowest priority for investment 
under the old regimes which 
were obsessed with heavy 
industry. There are very few 
takers for the vast engineering 
plants which frequently axe 
the main or sole source of 
income and support for entire 
communities. 

Uncertainty over the future 
of thousands of plants such as 
these and armaments and 
defence-related factories, 
hangs like a cloud over the 
privatisation process. Many 
are surviving by extending 
loans to each other. The accu¬ 
mulation of such non-perform¬ 
ing assets is reducing their net 
value by the day. Govern¬ 
ments hope to include many 
such enterprises in the mass 
privatisation programmes, in 
the hope that the onus of dos¬ 
ing them down, will then rest 
on their new private owners. 

Those that cannot be priva¬ 
tised in this way will either 
have to be openly subsidised 
or reduced in size or dosed 
down. What frightens govern¬ 
ments throughout the region 
is the risk that using the new 
bankruptcy laws to dose such 


factories will set off a domino 
effect. 

This can only be avoided by 
large scale re-capitalisation of 
tiie banks, to finance the inevi¬ 
table write-off of bad debts, 
and provision' of bridging 
finance for those enterprises 
judged to be either potentially 
viable In the long term of 
politically too sensitive to 
dose. As yet, there Is no dear 
idea, as to how such pro¬ 
grammes wm be financed. 

Czechoslovakia, which, 
recently set aside Kcs50bn to 
partially dean up bank bal¬ 
ance sheets from non-perform¬ 
ing assets has made a start 

Poland has invented its own 
"sectoral privatisation” 
scheme, with the aid of foreign 
advisers, and hopes to tackle 
the problem by devising indus¬ 
try-wide privatisation and 
Investment programmes. 
These would be managed by 
the proposed foreign-managed 
investment trusts. But the root 
of the problem is the shortage 
of management talent needed 
to turn round the big, ailing 
state enterprises and the 
shortage of domestic entrepre¬ 
neurs able and willing to take 
on the ownership responsibili¬ 
ties for SOEs. 

They would much prefer to 
found and build up their own 
small businesses. This is hap¬ 
pening on a large scale 
throughout the region. The 
question is whether they will 
grow fast enough to allow the 
withering away of the old 
state enterprises to take place 
painlessly. 


W Kinn ffillum Strcci 
l^ndoii K4\ 7U1 


Investment Privatization and 
Acquisition in Eastern Europe 

12-14 October, 1992, Hotel Diplomat, Prague 


A conference to provide executives with an opportunity to discuss critical issues 
relating to company policy and operations in Eastern Europe and the CIS. 

Chaired by Business International's East European specialists, conference 
sessions will feature panel discussions by. recognized investment and 
acquisition experts. To encourage maximum opportunity for questions and ' 
dialogue ail conference sessions will be off the record. 


ISSUES: 

The Mechanics of Investing 
* 

Valuation of Targets 
* 

Finance Sourcing For Acquisitions 
* . 

Critical Labor and Compensation Issues 
* 

Restructuring Acquisitions 


CONTRIBUTORS: 

Glrozentrale, Austria 

* 

Flemings Russian Investment Corporation, UK 
» ’ 

Coca-Cola Amatfl, Austria 

ir 

international Finance Corporation, Czechoslovakia 


For full program details call: Joanne Bradley on 444(0)71493 6711 


Business 


International 
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establishing bridgeheads and 
advising on a wide range of 
privatisation issues. 

Credit Suisse First Boston 
appears to be the most active, 
setting up branches through¬ 
out the region to boo st it s 
agressive involvement in priva¬ 
tisation issues. 

GreditAnstalt is prominent 
among Austrian banks busily 
re-establishing their presence 
in an area with long histroical 
links. Among City-based banks 
Barclays de Zoete Weld has 
established offices in Czecho¬ 
slovakia, Hungary and Poland 
while N. M. Rothschild, Samuel 
Montagu, Morgan Grenfell and 


SG Warburg are among other 
active players in markets 
which are Increasingly per¬ 
ceived as requiring long term, 
and on-the-spot involvement. 

Thus far competition Is 
intense, costs are high and 
profits are small for most west 
era companies selling their 
skills in a crowded and poor 
market. But without these 
skills it will not be possible to 
build the vital inter-connecting 
tissue of long neglected ser¬ 
vices without which neither 
privatisation nor a market 
economy is possible. 

Anthony Robinson 
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UNIDO-AWT 

. THE POST-SOVIET REPUBLICS: 
mjti fig New Frontiers for Trade and Investment 
A Major Investor's Conference 
Vienna Int'l Centre, November 8-10,1992 
Sponsored by: 

—^ DELOITTE TOUCHE TOHMATSU 
cSlfiulfa INTERNATIONAL and DIE PRESSE 

Dramatic changes in the post-Soviet States offer an 
unprecedented spectrum of possibilities for joint business and 
investment by international companies. Focusing on the Issues 
of reform and economic growth. AWT international Trade and 
. Finance AG and the UN Industrial Development Organization 
(UNIDO) are organizing a special conference which will include 
the participation-of top level experts form the CIS political and 
financial sectors and speakers from prestigious organizations 
(EEC EBRD. World Bank. EIB). 

Portfolio of Investment Project - UNIDO will collaborate 
with AWT International to present viable investment 
opportunities (checked by-international experts) for economic 
and technical cooperation, joint ventures and greenfield 
activities. Local CIS sponsors will travel to Vienna for meetings 
with participants. • . 


. Individual Country Focus - Four working groups covering 
political, economic,' privatization and investment conditions in 
Russia. Ukraine; Belarus, Baltic States and Centra] Asian 
Republics highlighting promising sectors. 

CONTACT: Head, Conference/Seminar Division 
AWT Consulting, Concordiaplatz 2, 

A-1013 VIENNA, Austria 
TEL: +43-1-534-060, FAX: +43-1-534-0616. 



EUROPEAN FOUNDATION FOR 
ENTREPRENEURSHIP RESEARCH 


A BOOK. BASED ON Z YEARS RESEARCH 

DYNAMIC ENTREPRENEURSHIP 
IN CENTRAL & EASTERN EUROPE 

- 6 Central & Eastern European success stories 
- Summaries of 25 new case studies 
- - 6 country notes with unique up-to date Info rmati on 
V f - 30 studies and presentations by experts 
on Central & Eastern Europe 

BOeiiy ■ 

Da*F.At&IMD,Umu 

Tke—at KKUnmtUr. IESE, Bm rtr lomm . 

4M In AagrtlMZ. Rarer* jot copy 

EFER far USS125 each. 

’ Tel: 43120 6015141, Fax: +3120 <01 5667 


EAST EUROPEAN PRIVATISATION NEWS 

The only new*l«tcripccifical}y covering privatisation iq P»«wm Europe 
ndibeCIS. ' 

Every month EEPN repoitt'on the privatisation plan, of the various gov¬ 
ernments In this region, the opportanities that may arise for privatisation 
advisors and industrial investors mi the contracts and deals that have beat 
concluded. The fetter follows the activities of the major playen in East 
Europm privatisation, rijfr contribution nude by inuuimioaalocgMaM- 
tions sndibe emergence of local capital nudm All dns conveniently pur 
together in onepablicMKM. 

An essential tool for anybody miercared m privamation tn Eastern Eu rope 
and the CIS, EEPN only, costs jug 250 a year.. - 

Fora sample copy ,j an. slip ybw business eg rd into an envelope and send it 

ms ■. . .. 

. j. Ent European Privatisation News 

. .:TSBiyaniuaRe*d.I^ndmN8T[NUK. 

Or joe call (440 .0 83* or bet (447.1) 2*4170. 


HUNCARY/CZEGHOSLOVAKfA 

CcwuWwhh good ffeowfedge of 
both ernuititiai.Tiirfmtfag fcognages 

sectscfioais interested a these 
“■fats, fcefama available from 
pron'ii rlii mi ■> tisliinrf C *' 

Tel: 0812022582 
Fax?081202 UI29; 


Energy Utilities 

TW» moodily pubtfeatim gives export 
sailjais of energy tarfureinr in the UK 
•ad M ice «f Europe, faaaag «rtM>- 
cnlintion and regulation. Formoro 
rofonrmwn plcado corticU _. 

Alisoa Gamm, quoting ref. EU92/1. 
QXERA,.Bloe Besr. Court, Alfred 
Surat. Gatord OXI 4EH. UK.' ' 

Teh 0865 251142. Fix.-OS65251172 - 
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lessons learnt 
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The difficultjesr begin, as the finance 
-ministrypoints out,with the decisions on 
which shoiild be restructured and how; 
who takes responsibility for old debts 
and who. cleans up the mess left behind 
after decades of failed or non-existent 
environmentaJ policies 


T he case of eastern 

Germany, once rated as 
the strongest economy. 
in the communist bloc, has . ■ 
given a valuable, if chilling, 
insight into the ritffiwniHpm •.* 
^hiconfr ontingother east 
- European, countries trying to " 
establish market economies. 

Treuhapd, or the job>ldller 
as Germany's privatisation, 
agency is widely "known in the 
eastern provinces - is no 
model for them, insists Ms 
Birgit Breuel, the agency's 


president Nor is the German 
esperienceilirectlyapplicable, 
anywhere else. 

- The established social 
economy of western Germany 
provided the flye ney. states . 

with a proven blueprint Cor • • 
their conversion^it also, 
provided funds at-a level and. 
a speed unimaginable farther . 
east; and extended a stable, 

experiencedgovernment and 
a tested legal system. 

There-abscffbed provinces. 
bad access to a ready supply 


of management and 
supervisory skills 1 easy • 
access to other western capital 
and know-how. Nbrth-Rhine 
Westphalia has seconded 1,000 
civil servants temporarily to 
Brandenburg state to help set 
up a workable administration. 

“These advantages are not 
available to other former . 
communist countries. Each •: 
one must find its own way to 
a new economic system,” Mr. 
Theo Waigel, finance minister, 
told a recent east-west 


CZECHOSLOVAKIA 


Divided over the 
speed of the process 

In Slovakia, nationalist fervour, and 
resentment at high unemployment and 
- other negative side-effects of market, 
reforms, proved stronger than economic 
self-interest This could mean that the 
. second wave of mass privatisation, might 
only take place in the Czech lands 





L ast month’s general elec¬ 
tions in the Czech and 
Slovak republics illus¬ 
trated for the first time the 
vote-winning potency off priva¬ 
tisation - and the divisive 
force of conflicting Tiews over 
the need to speed up or slow 
down the process. 

For Mr Vaclav Elans, dear 
victor in the Czech lands, 
determined championship of 
mass privatisation through a 
complex voucher system 
proved an electoral tramp 
card. Nearly 80 per cent of the 
electorate went into the voting 
booths as owners of a book of 
vouchers which they had 
bought earlier for a nominal 
sum, equivalent to one week’s 
average wages. This Included 
over 2m Slovak Investors, 
many of whom opted to buy 
shares in Czech companies. -/ 
The vouchers entitled the 
holders to shares in any of the 
nearly 1,500 state-owned enter¬ 
prises Involved in the first at 
two waves of mass privatisa¬ 
tion. With his signature on 
each page of the voucher book, 
Mr Klaus made sure that vot¬ 
ers had a stake in the reforms 
and that, in the Czech lands at 
least, they identified their 
interest with his Civic Demo¬ 
cratic Party (QDS). 

However, in. Slovakia, 
nationalist fervour and resent¬ 
ment at high unemployment 
and other negative side-effects 
of market reforms, proved 
stronger than economic self-in¬ 
terest This could mean that, 
the second wave of mass priva¬ 
tisation might only take place 
in the Czech lands, with a dif¬ 
ferent and possibly slower 
timetable for Slovakia. 

Privatisation: is expected to 
power ahead in the Czech 
lands where the ODS won 30 
per cent of votes while the 
co mmunis t party won only 14 
per cent and effectively lost 
the power to interfere. 

Bidding for the future 
shares begun two weeks before 
the polls opened. On May 18 , 
over 8.5m citizens started 
paring their vouchers to com¬ 
pete for a share in the equity 
of Czech and Slovak enter¬ 
prises. Only a quarter did so 
individually. Confused by the 
complicated process and lack¬ 
ing basic, information, 72 per 
cent of voucher holders 
entrusted their vouchers to 
one of the 426 private invest¬ 
ment funds which sprung up 
earlier in the year to benefit 
from privatisation. 

Without these private funds, 
with their pledges to buy 
voucher books for up to 10 
times their purchase price 
after 12 mouths, the voucher 
scheme may never have got off 
the ground. The first'funds, 
led by the enterprising Har¬ 
vard Capital and Consulting 
Company, ran by 28-year-old 
Mr Viktor Eozeny, promised to 
take the risk out of the initial 
investment for millions. of 
potential investors who ini¬ 
tially greeted vouchers with 
indifference. 

Equity with a book value of 
Ees299bn ($9.9bn) in 1,491 
enterprises has been put aside 
for voucher privatisation. This 
Is about 60 per cent of the 
book value of the assets being 
privatised this spring. A sec¬ 
ond wave is being prepared for 
the autumn. The mechanics of 
the voucher programme con¬ 
sist of a series of bidding 
rounds which are expected 



Klaus: championed privatisation through a~vouchar system 
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Medan co mm itted to continue the programme 


to last through file summer. - 

The first round started on 
May 18 and was completed in 
mid-June. Enterprises where 
the demand for shares out¬ 
stripped the original valuation 
of the equity on offer will be 
subjected to a second round of 
bids. Bp to five rounds of bid¬ 
ding are provided for at pro¬ 
gressively higher prices in 
voucher terms until supply 
ami demand can be matched. " 

No fixed percentage of 
equity was set aside for 
voucher privatisation and 
every e n t e rprise involved was 
obliged to draw up its own pri¬ 
vatisation plan. Some enter¬ 
prises have 20 per cent of their 
equity slated for vouchers 
while others offer as much as 
97 per cent A minimum 3 per 
cent is set aside for the restitu¬ 
tion fund, formed to compen¬ 
sate those illegally expropri¬ 
ated by the old regime. 

Equity, not involved in the 
voucher scheme can be priva¬ 
tised by a series of other meth¬ 
ods, iwrfnrttrur public auctions, 
restitutions and direct sales to 
domestic or foreign Investors. 
Aw estimated 82hn worth of 
foreign investment has been 
committed to Czechoslovak 
companies and as much as 
S3hn is in the pipeline, accord- 
fog to US advisers at the Czech 
Ministry of Privatisation. 

However, Czechoslovakia’s 
recent political developments 
could easily darken the pros¬ 
pects for the smooth continua¬ 
tion of the voucher pro¬ 
gramme. Nationalists, who 
won the upper hand in the 
smaller republic of Slovakia, 
have pledged to curtail the 
influence of the federal . 
authorities in Prague over 
their economic affairs. 

In the short term,- Mr 
Klaus's voucher scheme 
should not be endangered; The 
new programme for the 
interim caretaker federal gov¬ 
ernment, recently agreed upon 
by Mr Blaus and Mr Vladimir 
Meciar, the newly-elected 
leader of the Movement for a 


Democratic Slovakia, states 
clearly that both sides are 
committed to continue the pri¬ 
vatisation programme. 

Much will depend, however, 
on the intentions oi the newly- 
elected left-wing leaders in the 
Slovak republic. Strong voices 
within Mr Medals party have 
criticised the voucher pro¬ 
gramme and have offered an 
Ill-defined alternative based cm 
employees' ownership. But 
attracting foreign investment 
will remain a priority for the 
small, cash-strapped republic. 

To a certain extent, enter¬ 
prises have restructured into 
Czech or Slovak Joint-stock 
companies , as they prepared 
for privatisation. However, in 
the rush to launch the scheme 
before the elections, federal 
authorities assumed a lasting 
and unified equity market 

Ten per cent of Slovaks have 
given their vouchers to Czech 
investment funds while less 
than 1 per cent of Czechs have 
placed their vouchers in Slo¬ 
vak funds. But Slovak funds 
are bidding for the shares of 
Czech enterprises which have 
better chances than their debt- 
ridden Slovak counterparts. 
Czech enterprises have 
attracted 90 per cent of foreign 
investment to date. 

Until shares are distributed, 
enterprises slated for the 
voucher distribution are 
legally the property of the 
National Property Fund. If 
prolonged, this status could 
paralyse enterprises, foreign 
advisers believe.;, 

In the long term, there are 
positive aspects to a division 
of the two republics, Western 
businessmen have often been 
hampered by the complexities 
of dealing with both republi¬ 
can and federal bureaucracies. 
Many say that dealing with 
just one government in each 
republic could facilitate for¬ 
eign investment in both. 

Ariane Genlllard, 
Prague 


conference in Berlin. “But they 
share many similar problems, 
and our experience with these 
can help." ’ 

The common problems 
include rotting infrastructures 
and companies cobbled 
together from hundreds of 
disparate elements. Such an 
organisation in the former 
- GDR might commonly have 
manufactured boilers, deck 
chairs, cutlery, milk bottles 
ami engine parts under one 
corporate umbrella. Other 
issues common to all former 
socialist states include defining 
ownership of land, buildings 
and other assets, corruption, 
the almost total Ignorance of 
meaningful book keeping, and 
over-manning at every leveL 

The German experience 
indicates that the first step 
is for the government to state 
clearly at the outset the main 
elements In its restructuring 
policy. Bonn did tins only 
weeks after unification. The 
Treuhand, effective controller 
of the whole of east German 
industry, was up and working 
before it bad proper offices, 
with .a staff of just 50 people. 

“Privatisation should begin 
as soon as possible with 
selected targets. The people 
must experience quickly that 
changes are under way,” Mr 
Waigel said. It took Treuhand 
just nine months to sell off 
15,MO small businesses: snack 
bars, kiosks, garages, 
restaurants and shops. 

As for group structures 
similar to east Germany’s 
Kombinaten. they should first 
be unbundled or broken up 
into coherent business units 
to form the basis of a 
configuration similar to the 
federal republic's Mittelstand. 
the mass of small and 
medium-sized private 
companies on which national 
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Waigel: each one must find its way to a new economic system Breuel: Treuhand is no model for (he east 


economic success was founded. 

The Tre uhan d has sifted 

enterprises into three groups: 

• Profitable and sellable 

• Unprofitable but 
salvageable 

• Hopeless cases. 

Take the case of the east 
German textile industry. There 
were 330,000 textile workers 
when the Treuhand was set 
up 18 months ago. At the end 
of this year there win be about 
30,000. According to Mr 
Hermann Beck, head of 
Treuhand's Potsdam branch, 
the situation is hopeless. 

Not quite. Just as the former 
West Germany found new Jobs 
for most of its own 400,000 
displaced textile workers, now 
it has come to the aid of those 
cast adrift by the 
post-unification collapse of the 
industry in the east, 
aggravated by the almost total 
loss of its markets in the 
former Soviet Union. With 
training, early retirement 
work creation schemes and 
the dole, it has ensured that 


the personal economic 
suffering has been minimis ed. 

There are even some 
companies, such as the Branka 
spinning works in 
Brandenburg, considered still 
to have a chance. The company 
was singled out at the start 
as fit for restructuring, in 
agency jargon. 

Annual capacity has been 
more than halved and the 
workforce has dropped from 
750 people to 145. The works 
doctor, dentist and 
physiotherapist have gone 
freelance. The creche and 
kindergarten have been closed. 
The party hacks and Stasi 
secret police spooks who used 
to manage the entire east 
German spinning industry as 
a single Kombinat have 
disappeared. Even now, 
Branka’s relative 
disadvantages seem 
overwhelming. 

It has no fmanrial history, 
no profits, few customers. Its 
relative advantages - 
restructuring, continuing 


management advice and 
investment at the bands of 
Treuhand and at the expense 
of the west German taxpayer 
- may save it. Like the 5,500 
companies and 25,000 other 
properties still on the 
Treuhand's books, all it needs 
is a buyer. 

The difficulties, as the 
finance ministry points out, 
begin with the decisions on 
which should be restructured 
and hew: who takes 
responsibility for old debts and 
who cleans up the mess left 
behind after decades of failed 
or non-existent environmental 
policies. 

Restructuring in east 
Germany has typically reduced 
company workforces by. up 
to 75 per cent It has also 
strained management 
resources unused to sucb 
monumental tasks. The past 
18 months have shown that 
potential investors consider 
that most of the dirty work 
is a matter for government 
or government-sponsored 


agencies such as the Treuhand. 
Ms Breuel and her 3.500 team 
plan to wind up tbeir activities 
by the end of 1994. acting on 
the belief that the quicker 
privatisation is achieved the 
better. 

After that, it is for private 
enterprise to take up tbe reins. 

“Experience teaches that 
privatisation is the best form 
of restructuring. The private 
investor takes over ail the 
risks and opportunities when 
he buys a company. He will 
try. through investment, 
modernisation and realisation 
of market opportunities to 
increase the earning power 
of the business and with it tbe 
job security for his employees,” 
says Mr Waigel. 

“In this way the interests 
of the new owners tally 
precisely with the overall 
economic interests of tbe 
country," he concludes. 

Christopher Parkes, 

Bonn 


This announcement appears as a owner of record only 

The Minister of Ownership Changes 
of the Republic of Poland has sold a 
majority interest in 

POLAM PILA S.A. 

Poland's leading lightsource 
manufacturing company to 

PHILIPS LIGHTING HOLDING B.V. 


The undersigned acted as financial advisers 
to the sellers 

SAMUEL MONTAGU 8t CO. LIMITED 
10 Lower Thames Street, London EC3R 6AE 

SAMUEL MONTAGU & CO BV 
Herengracht 475, PO Box 11023, 

1001 GA Amsterdam 


This announcement appears as a manor of record only 

The Government of the Czech Republic 
has approved the sale of 


EJF BRNO A.S. 

Czechoslovakia's leading 
switchgear manufacturer to 


ABB ASEA BROWN BOVERJ LTD 


The undersigned acted as financial adviser 
to EJF Brno a.s. 


SAMUEL MONTAGU & CO. LIMITED 
10 Lower Thames Street London EC3R 6AE 


This announcement appears as a matter of record only 

The Minister of Privatisation of the Republic 
of Poland has sold a majority interest in 

FABRYKA TRANSFORMATOROW i 
APARATURY TRAKCYJNEJ 

ELTA Sp. z o.o 

Poland's leading transformer and electrical 
apparatus manufacturing company to 

ABB PARTICIPATIONS LIMITED 


The undersigned acted as financial advisers 
to the sellers 


SAMUEL MONTAGU 8« CO. LIMITED 
10 Lower Thames Street, London EC3R 6AE 


This announcement appears as a matter of word only 


RECT1CEL DEUTSCHLAND GMBH, BEXBACH 

a subsidiary of Gechem Recticel group, Brussels, in turn 
a subsidiary of Socieie Generate de Belgique 


has acquired the polyurethane-foam production of 

SCHUNGEL-CHEMIE BURKHARDTSDORF GMBH 

formerly VEB SCHAUM-CHEMIE. Burkhardtsdorf 

and has transferred the assets 
to its newly formed subsidiary 
Recticel-Deutschland GmbH, Burkhardtsdorf, 
in the former GDR. 


The undersigned acted for the purchasers 


TRINKAUS MONTAGU GMBH 
Kasemenstrasse 12, 4000 Diisseldorf 1 


WE’RE PART OF THE LANGUAGE 
IN CENTRAL AND EASTERN EUROPE. 



• .Samuel Montagu's work covers Czech- 
oSlovakia, Hungary, Poland, Romania and the 
former East Germany. 

We are advising governments on the 
privatisation of individual state owned 
.businesses by way of public offer for sale and 
direct sale to investing Western companies, as 
well as providing strategic advice on the 
privatissation of large industrial sectors. We are 


also advising state owned enterprises directly 
on their transfer to the private sector. 

Through its network of offices in 16 
financial centres, Samuel Montagu is in a 
unique position to advise Western companies 
on their acquisition strategies and investment 
opportunities in Central and Eastern Europe. 

For more information on our local expertise, 
contact Arnold Shipp in London on (71) 260 9466. 


SAMUEL MONTAGU & CO. LIMITED 

LOCAL EXPERTISE. INTERNATIONAL NETWORK. 
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_ PRIVATISATION IN EASTERN EUROPE 4 __ 

■ HUNGARY 

From infancy to mid-life crisis 


- k-v<-T- iJBgc* 


I •< ''lie! 



Just three short years ago Hungarian 
companies were in the vanguard of 
eastern Europe's leap into the brave 
new world of private ownership. Since 
then, Hungary has undertaken a rapid 
privatisation 


H ungary's privatisation 
has passed straight 
from troubled infancy 
to mid-life crisis. Just three 
short years ago Hungarian 
companies were in the van¬ 
guard of eastern Europe's leap 
into the brave new world of 
private ownership. Since then, 
Hungary has undertaken what 
officials claim is the fastest pri¬ 
vatisation in the history of the 
world. 

The region's pioneer priva- 
tiser is feeing the aches and 
pains of maturity. So soon 
after starting the disposal of 
state-owned assets, Hungary is 
fast running out of companies 
to sell. Significant industrial 
sectors, including cigarettes 
and tobacco, distilling, brew¬ 
ing, vegetable oil, sugar, con¬ 
fectionary, bread, newspapers, 
paper, refrigerators, cement 
and glass are largely in the 
bands of western multination¬ 
als. 

Recent events have shown 
there are are built-in limits to 
western cherry picking of 
prime national assets. First, 
Hungarians are no longer quite 
so convinced that they want 
western investors to dominate 
privatisation to the extent that 
they have. With nine out of the 
top 10 privatisations last year 
trade sales to western multina¬ 
tionals and 85 per cent of pro¬ 
ceeds from foreign investors, 
some political backlash was 
virtually inevitable. 

A poll by the Szonda-Ipsos 
public opinion pollsters 
showed only a small margin of 
7 per cent between those who 
favoured privatisation of indus¬ 
try and those opposed. A ner¬ 
vous government is responding 
with a subtle move away from 
reliance on foreign investors. 

The lopsided foreign focus on 
consumer goods industries is 
also unsustainable. A host of 
companies is still available for- 
privatisation, but the best of 
the state's portfolio is 
exhausted. 

"The major eye-catching 
areas, they are done, they are 
gone; there are still some gems 
out there but you have to look 
hard for them," says Mr Chris¬ 
topher Perrin, an investment 
banker at G23Z. the central 
European Investment banking 
subsidiary of Austria's Giro- 


wntrale. Consumer goods com¬ 
panies have been tbe first to be 
privatised for three main rea¬ 
sons. First, they were tbe natu¬ 
ral target for multinationals 
searching for market share, the 
main attraction which drew 
western multinationals to east¬ 
ern Europe in the first place. 
Second, many had close trad¬ 
ing and licensing relationships 
with western companies which 
thus became natural privatisa¬ 
tion partners. And lastly, title 
to property is clearer than in 
the case of, say, hotels. 

Tbe flipside Is tbat the most 
difficult privatisation prospects 
have been left till last. "Some 
of the early ones went pretty 
easily, what is left will be more 
difficult," says Mr Perrin. 

What remains in state bands, 
tends to remain there for good 
reason. Hungary is coming up 
against political and economic 
constraints on privatisation, 
which implies a likely hiatus 
in the process. 

Hotels, banks and utilities 
are next in line for privatisa¬ 
tion and each sector is poten¬ 
tially attractive to investors. 
But privatisation in each sec¬ 
tor is proving fiendishly com¬ 
plicated. Their common feature 
is that the government 
impinges far more than in the 
trade sale of a manufacturing 
company. 

In any country that is a rec¬ 
ipe for delay and disruption. In 
a country such as Hungary, 
where democratic and efficient 
administration is developing 
painfully and falteriogiy after 
four decades of communist dic¬ 
tatorship, this creates bureau¬ 
cratic impasse. 

There is little doubt that the 
hotels, banks and utilities will 
survive to be privatised and i 
the government will eventually | 
get around to creating the nec¬ 
essary legal and administrative 
framework. The real problem 
lies with a third category of 
companies so financially unat¬ 
tractive that western investors 
will never bid for them on any 
conceivable terms. 

Western advisers say part of 
the fault lies with the govern¬ 
ment's inflexible negotiating 
practice and inattention to its 
own ultra-liberal privatisation 
rhetoric. The SPA says that it 
accepts whatever price the 
market determines for a com¬ 


pany - with the proviso that 
there be competitive bidding. 

However, the agency, sensi¬ 
tive to attacks from the politi¬ 
cal right for selling out the 
country, has never explicitly 
declared that it would accept a 
zero purchase price if the mar¬ 
ket dictated that and has never 
announced any such deals. 

In practice, western compa¬ 
nies say, the SPA pays too 
much attention to meaningless 
asset valuations rather than 
market worth which drives 
investors' calculations. That is 
not so much of a problem 
when the subject is a profitable 
consumer goods company. But, 
for man y industrial companies 
which remain and languish in 
the SPA's portfolio, asset valu¬ 


ations are a poor guide to what 
an investor would buy. This 
often makes for a gap between 
the two sides' negotiating posi¬ 
tions. Most Hungarian compa¬ 
nies are not interesting to 
western Investors In their pres¬ 
ent form, whatever the price 
and however flexible the 
authorities. The challenge in 
these cases is to find owners 
for the parts of tbe Hungarian 
economy that western inves¬ 
tors cannot reach. Recently 
Hungary has responded to this 
imperative with a highly 
empirical cocktail of privatisa¬ 
tion measures. These include: 
•A commitment that domestic 
investors will be preferred ova: 
foreign companies in the case 
of similiar bids for a company. 
• Further help for domestic 
investors who cannot afford to 
buy a state company outright 
through concessional leasing, 
payment by instalment or 
option arrangements. 

The government has also 
said that it would make more 
of an effort to divide up state 
companies before sale, partly 


to stimulate competition but 
also to make them more digest¬ 
ible for local entrepreneurs 
larking the financial clout of 
western investors. 

In recent weeks Hungary has 
given a nod to Czechoslovak 
schemes to spur domestic own¬ 
ership by distributing rather 
than selling state property. 
The government Is to hand 
over state assets to institutions 
such as universities. But 
wholesale distribution to the 
public through a voucher 
scheme is not on the agenda: 

• Alongside the new initia¬ 
tive, the government is 
expending a decentralised pri¬ 
vatisation scheme for compa¬ 
nies which are too small to 
have attracted interest from 
western Investors and have 
generally lagged behind in pri¬ 
vatisation. The decentralised 
scheme basically allows the 
management of the state com¬ 
pany to privatise itself, with 
the help of a consultant 

• One other route for state 
companies into the private sec¬ 
tor of increasing importance is 


A steep learning curve 


The privatisation process 
throughout eastern Europe 
has involved a steep 
teaming curve and frequent 
changes of course, writes 
Nicholas Denton. The 
following chronology of 
Hungarian privatisation 
traces the development of 
privatisation In one country. 
9 December 1989: Majority 
stake in state-owned 
Tungsram lightbulb 
producer sold to General 
Electric of the US for SI 50m, 
in the first large 
privatisation deal. 

• March 1990: State 
Property Agency set up to 
supervise privatisation In 
response to accusations of 
corruption when companies 
“spontaneously” privatised 
themselves. Democratic 


elections produce a 
conservative government 
which Is suspicious of 
communist managers 
safeguarding their positions 
through privatisation and 
pushes for tighter control. 

• June 1990: Ibusz, the 
national travel agency, 
privatised by public offering 
and floated on the newty 
founded Budapest Stock 
Exchange. The price rises 
sharply after the launch but 
then foils wen below the 
issue level, leaving 
Investors with heavy losses 
and discrediting the stock 
market route for 
privatisation. 

• September 1990: 

Hungary launches First 
Privatisation Programme, 

a closely controlled scheme 


by the authorities for model 
privatisations of 20 
attractive companies. 

• March 1991:100 per cant 
of Label, a refrigerator 
maker, sold to Electrolux 

of Sweden in Hungary's first 
outright privatisation sate. 

• October 1991: 
Decentralised privatisation 
programme for small 
companies under way, 
marking a move away from 
bureaucratic control. 

• November 1991: Flotation 
of Danublus, a hotel chain, 
cancelled alter last-minute 
changes to the colmpany's 
tax position, effectively 
killing the First Privatisation 
Programme. 

• December 1991: Spate 
of trade sates of 
state-owned consumer 


through liquidation, which is 
growing as Hungary's bank¬ 
ruptcy law bites.. Western 
advisers such as Price Water- 
house are particularly enthusi¬ 
astic about tbe possibilities. 

Liquidation allows an inves¬ 
tor to reduce the acquisition's 
debt burden, to pick and 
choose which part of the state 
company to buy, and to bypass 
the authorities and deal with 
the creditor banks which are 
the effective owners. 

There is a limit to what pri¬ 
vatisation policy can do. Eco¬ 
nomic upturn matters far 
more. If interest rates continue 
downwards and profits 
recover, investors are expected 
to put their money in privatisa¬ 
tion Issues rather than in 
bonds or bank deposits. The 
ultimate accolade for.privatisa¬ 
tion is that the companies .in 
private hands are those most 
strongly tipped to lead that 
recovery. 

Nicholas Denton, 

Budapest 


goods companies to western 
multinationals give Hungary 
S500m in privatisation ' 
proceeds In 1991. 

• January 1992: Mr Tamas 
Szabo appointed minister 
responsible lor privatisation, 
giving clearer political 
direction to the State 
Property Agency after a 
year of damaging turf 
battles within the 
government over control 

of privatisation. 

• May 1992: As figures 
show western multinationals 
dominating privatisation and 
government unpopularity 
mounts, measures 
announced to stimulate 
domestic participation In 
privatisation. They Include 
easy payment terms for 
domestic investors and 
discrimination In favour of 
them over foreign invesfors 
In the case of similar bids. 


POLAND 


Much lost time has to be made up 



The most successful part of the 
country’s privatisation drive has been 
through liquidation. Since 1990, some 
540 state sector businesses 
employing 180,000 people have taken 
this path 


Ministry of Privatisation 


of the Republic of Poland 


for the purpose of selling 80% (in minimum portfolios of 10%) of shares in two 
Companies wholly owned by the Treasury of the Republic of Poland 


Zakbdy Wyrobow Sanitarnych “CERSANTT-KRASNYSTAW” S JV. 

“KOLO” Sp. zo.o. seated in Koto seated in Krasnystaw 

'KOLO'Ud. is one of Poland's major XERSAMT-KRASNYSTAVTis Poland’s biggest 

manufacturers of sanitary ceramic ware. manufacturer of sanitary ceramics,. Company 

Company’s sales in 1991 amounted to 33 billion sales in 1991 reached 71 billion PIZ. 

PLZ. Its scope of activities also includes industrial Its scope of activities also includes manufacture 

sendees and trading. of chinatoare. trading and services. 



T he lions and other ani¬ 
mal acts performing in 
Polish circus arenas this 
summer will be privately 
owned, for the first season in 
over 40 years. 

It may not seem much to get 
a trained seal off the state’s 
books. Bat the state circus 
occupied a special place in the 
communist propaganda 
armoury and its change of sta¬ 
tus is a landmark of sorts on 
Poland's faltering path to a 
market economy. 

In past months such Land¬ 
marks have been few and far 
between as the previous gov¬ 
ernment headed by Mr Jan 
Olszewski dithered and 
allowed the process to slow. 

The new government will 
have to appoint a strong politi¬ 
cal personality to head the pri¬ 
vatisation ministry and give 
his programme top priority if 
the lost time is to be made 
up. 

Mr Jan Ledochowski from 
SG Warburg, the London-based 
merchant bank, which is the 
main adviser to the Polish gov¬ 
ernment on privatisation says 
that the legislation for mass 
privatisation and the creation 
of investment funds to manage 
the newly privatised share 
portfolios is ready and await¬ 
ing a government decision. 

The main problem is that 
forming a government could 
still be a lengthy process, and 
even after government 
approval the legislation could 
still face a possibly lengthy 
and tormented passage 
through parliament. 

The most successful part of 
the privatisation drive has 
been through liquidation. This 
is the process under which the 
ZPR circus, for example, was 
privatised last autumn. Since 
1990, some 540 state sector 
businesses employing 180,000 
people have taken this path. In 
essence, it marries a leveraged 
management buyout with an 
employee equity stake and 
sometimes an outside Invest¬ 
ment from small private busi¬ 
ness. 

The snag for the government 
is that most of the 540 privati¬ 
sations under the liquidation 
scheme are small units such as 
industrial design bureaux 
where capital equipment 
requirements are low and the 
value lies in the expertise of 
the staff. 

This illustrates the general 
rule that privatisation has 
gone quickest wherever capital 
requirements have been low 
and skills developed in the past 
could be easily redeployed. 


This explains the speed with 
which domestic and foreign 
trade has been privatised. 

Some 80 per cent of the coun¬ 
try's retail outlets are in pri¬ 
vate hands, most of them fam¬ 
ily businesses in premises 
rented from local councils. 
Some wholesale sectors have 
been privatised. For example, 
80 per cent of domestic trade in 
steel products and 40 -per cent 
of all registered imports were 
run by private traders. The 
main difficulties concern sales 
of industrial assets especially 
the large factories. 

Initially, it was thought that 
speedy disposals could be 
achieved by sales of shares 
through public offers to domes¬ 
tic investors and trade sales to 
foreign companies. But Inves¬ 
tor interest has waned in line 
with a steady decline of share 
prices on Warsaw’s stock 
exchange and the failure of 
most of the 13 quoted compa¬ 
nies to pay a dividend this 
year. 

F oreign investment last 
year trickled in through 
a succession of trade 
sales which raised about $150m 
and transferred relatively mod¬ 
em plants such as Pollens Byd¬ 
goszcz, a detergents plant, to 
Unilever or domestically recog¬ 
nised brand- names such as 
Wedel, a chocolate manufac¬ 
turer. to PepsiCo foods. 

This year, however, the 
upheaval at the Privatisation 
Ministry which accompanied 
the change of government last 
January delayed talks on fur¬ 
ther sales with foreign inves¬ 
tors. Prospective clients held 
off to see how the situation 
would develop. ■ 

At the same time,, Mr 
Tomasz Gruszecki, the new 
minister instituted a network 
of consultation procedures 
down to the shop floor which 
delayed sales decisions. 

Meanwhile, opinion polls 
show that opposition to privati¬ 
sation is growing. 

In September 1990, CBOS, 
the government’s own polling 
unit, reported that 43 per cent 
of the population said privati¬ 
sation would serve the inter¬ 
ests of the economy. Last 
month a mere 18 per cent were 
still convinced. 

Against this background, pri¬ 
vatisation through foreign 
investment this year has been 
meagre. ABB, the Swiss Swed¬ 
ish power plant producer, 
bought 51 per cent of the 
equity in the Slta transforms: 
factory in Lodz for 310.4m, and 
CPC. the US company which 


produces Knorr and Marmite, 
bought Amino, a dehydrated 
foods processor In Poznan for 
*8.8m. 

- The biggest deal to date has 
been Elat's $2bn stake in the 
FSM plant in southern Poland. 
FSM produces Fiat’s new Cin- 
quecento model and the latest 
deal should bring In further 
foreign investment by Fiat’s 
own suppliers keen to have a 
cheaper production base from 
which to serve the Cinque- 
cento assembly line. . 

Several large deals are in the 
pipeline and ministry negotia¬ 
tors remain optimistic. 

“Most of the 30 trade sales 
we were expecting in the first 
half of this year are going to 
happen,” says Ur Michal 
HusieckL 

He paints to pulp and paper, 
power engineering, edible oils 
and possibly telecommunica¬ 
tions as areas where sales are 
expected. 

All this will not be enough to 
achieve the target of plaining 
most of the economy in private 
hands by the middle of the 
decade. 

Hence the need for the ambi¬ 
tious mass privatisation plan 
which aims to put some 480 
companies representing 25 per 
cent of industrial sales under 
western management through 
a framework of investment 
funds. 

The funds could well be 
established in the autumn 
according to Mr Jerzy Thieme, 
at the Privatisation Ministry 
who with help from SG War¬ 
burg has designed the plan. 

Mr Thieme reports that 
interest by prospective western 
managers is still there and ini¬ 
tial financing has beat prom¬ 
ised by the World Bank, and 
the European Bank for Recon¬ 
struction and Development - 
However, the scheme could 
be subjected to a reappraisal 
by the incoming government 
as well as delays from the most 
unexpected quarters. 

President Lech Walesa, a 
keen advocate of privatisation, 
has his own plan which 
includes a projected 10-year 

interest-free loan worth $10,000 

to every citizen in the form rtf 
coupons which would be repay¬ 
able after 20 years in cash.: 

The president, apparently 
unaware that there is a short¬ 
age of funds to cover such a 
loan, recently suggested that 
the sum should be increased, 
fivefold. 

His aim is to lift the privati¬ 
sation programme as weH as. 
bolster his support in the coun¬ 
try. But if he persists the mast 
likely net result would.be to 
hold up the mass privatisation 
programme on which .so much 
time and ingenuity has .already 
been expended. 

Christopher Boblnski, 

; Warsaw 
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WARSAW 


We arc a rapidly-growing, Western-Polish company 
with a strong management consulting presence and 
reputation. We are currently expanding our 
capabilities in the related fields of Venture Capital, 
Fund Management and Corporate Finance. 

We are looking to recruit entrepreneurial 
individuals with relevant experience at the Director 
and Manager levels, to take leading roles in 
developing these business areas. 

A. strong Polish-speaking ability would be highly 
desirable. 

Please reply by Wednesday 15 July 1992 to: 
Financial Times, P.O. Box A1889, One Southwark. 
Bridge, London SE1 9HJL. 


LEARN ABOUT DOING BUSINESS IN EASTERN 
EUROPE FROM THOSE THAT ABE 

OCTOBER 7 -9 

Join 1,000 managers, consultants and entrepreneurs from East 
and West who will meet in Ptegne to discuss: 

. Privatisation and investment Opportunities; 

. Fin an dug Alternatives 
. Legal issues - 

Tor farther information jflsase contact; 

Tbe 1992 FEACO Conference Secretariat, P.O. Box 121, 

100 00 Prague 10, Czadxnlavakia. 

Tel: +42 -2-366 475 Fax: +42 - 9 - 2S6 435 
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CZECHOSLOVAKIA 

To preBt from the prospects of one of the most attractive eastern euupeen 
countries often means a new challenge. Just as successful approaches are 
based on dear and rafiabte information. 

As management consultants spoctafetng in Czechchoshwakia. we match (his 
enalenge for «* cHenis regarding their specific needs In important strategic 
matterssuch as sales, production and mergers. 

Jan-Fitzg®rald RTCL 

Consulting . 

■ ■ . Bussardssassa 20 
8025 LkmttacNng 
Germany 

TeL:(0891611 34 44 
. FAX: (089) 611 77 63 


THATS EXACTLY WHAT YOU NEED! 
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- i^*ackwarefi«wsMando^ 

- •- Intershop transport equipment in the fight Inctostoy; 

- UruMoad and buBc belt conveyors: 

- Pneumatic transport'systems: 

- Ski Efts: 

- Load-carryingand passenger rope ways; 

intransmash 7. 

1618 Sofia, Bulgaria 
40.'Buxton Telephone 359 (2) 56 871 
Telex 22331 Telefax 567 112 . 



YOU WAJfTTOJM BUSINESS IN CZECHOSLOVAjOA^- 

fix low cost BUSfNffiS.CBrTER PRAGUE affereyoutheloSowmg sendees: 
“ Fully equipped offices far rent . -Meeting room faciOtlss 
by the day, week or month; .-Telephone (5 Ones), fax, 

- Fi% staffed secr.etariaT services . : telex, answering services 

-Company repiwentatioir :; ■ - Consulting service • 

Forforttef InfotTnation, please contact 7- 

; -CgVCS NTBR . 

.. . . 

• 1 Kartouzskfi. 4,150 99 Praha.5 - Smichov.CMcbqsiovatoa ' 
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PRIVATISATION IN EASTERN EUROPE 


RUSSIA 


UKRAINE 


Prepared! to consider 
alternative approaches 



^fit ; : $f?.- ’ 


B efore it was privatised, 
the windows of 
Moscow’s Gastronom 
A number 44 were decorated with 
• empty cartons for milk which 
it rarely sold. Mow that it has 
been privatised and renamed 
Ukraine Trading Finn, the car¬ 
tons remain and there is still 
no milk for sale oh a regular 
basis. " 

This is the meagre result of a 
mass privatisation of the capi¬ 
tal's shops by virtually hand¬ 
ing them over to their workers 
for a nominal price by Mr Gav-- 
ril Popov, the capital's former, 
mayor. His aim, he said was 
"smashing state property at 
any cost" to reverse 75 years of 
socialism. 

Mr Anatoly Chubais, Rus¬ 
sia’s privatisation minister; 
argues that such transfers of 
assets to workers for an 
extremely low took value are 
K “socially unfair, economically 
ineffective and politically dan¬ 
gerous". • • - • 

However, he also admits that 
the task of taking out of state 
hands an economy which is 97 
per cent state owned is “so 
great that one should not for¬ 
bid or exclude alternative 


The government is also 
in the process of sorting 
out what to do about 
foreigners 


approaches". Mr Chubais's big¬ 
gest worry about his approach 
is that there wfl be Insufficient 
demand for enterprises that 
will be offered for sale. 

The important thing is that 
after months of agonising over 
how to start privatisation, Rus¬ 
sia has at last begun the pro¬ 
cess which all reformers in the 
former Soviet Union agree is- 
essential to moving towards a 
market economy; 1 The next 
headache is how to progress 
from small privatisation to the 
privatisation, of big enterprises, 
most of which badly need pain¬ 
ful and costly restructuring, 
and many of which are so obso¬ 
lescent or so polluting that 
they need closing. ; • . : 

While some republics have 
gone further In some directions 
- Armenia, for example, has 
privatised most of its farming 
land - others, such as Belarus 
and the central Asian republics 
have not even begun taking 
:he economy out of state con¬ 
trol. 

For the small-scale privatisa¬ 
tion which Russia is trying to 
achieve this year. Mr Chubais 
favours auctions to dispose of 
shops, restaurants and small 
enterprises in those parts of he 
country over which he has 
some control. 

The extent of his authority 
Calls far short of the formal 
borders of the Russian federa¬ 
tion which stretches from St 
Petersburg to Vladivostok and 
everytltiug In between. 

Moscow, for example, has 
special permission to use its 
own approach wLth the city 
boundaries. The autonomous 
republics within Russia, such 
as Tataria, simply do not obey 
the government while every¬ 
where else the rules are fre¬ 
quently broken by acts of 


The important thing is that after months 
of agonising over how to start 
privatisatfcn, Rcissja has at last begun 
the process which all reformers in the 
former Soviet Uhfon agree is essential 
to moving towards a market economy 


socalled nomenklatura private 
sation. This is the' process 
wherebye state-owned -assets- 
are transferred, usually at 
nominal prices, to private com¬ 
panies owned hy -Mends or 
family ..of the.:.managers 
involved, deframhng both the 
state treasury and ordinary cit¬ 
izens. ;• . .- .'•• 

Earlier this year the untypi- 
cally enlightened local authori¬ 
ties of Nizhny-Novgorod; east 
of Moscow, teamed iip .with the 
World Bank to conduct -a 


practical benefits from the pri¬ 
vatisation conducted so far in 
Moscow is also a sign of bow 
much more needs fo be done in 
the rest of the economy. 

There is no wholesale system 
to speak of - just an ineffi¬ 
cient stale-controlled distribu¬ 
tion system and virtually no 
competition. While Gastronom 
4 bought pineapples from a 
local hard currency store and 
sold them for a big rouble 
mark up, it rarely has basic 
items such as mill* (other than 
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Popov: aimed for the smashing of state property at any cost 


model auction of shops, which 
was a big success. Using this 
politically useful but rare 
example Mr Chubais, in his 
welcoming speech, underlined 
that collective or state owned 
enterprises need the shock of 
competition, and the experi¬ 
ence of haying to pay real 
money for their acquisitions, in 


The next headache is 
how to. progress from 
small privatisation to the 
big enterprises 


order to change their behav¬ 
iour. 

Although Moscow provides 
impressive statistics for the 
. creation of property owners, 
there is little incentive for a 
change in frahHx There is no 
danger of going bankrupt 
because there is no law on 
bankruptcy, there is little com¬ 
petition, and for the time being 
shops are simply passing 
increased costs on to the belea¬ 
guered consumer. 

“There is a big political dan¬ 
ger that Muscovites will read 
the newspapers, and hear that 
trade has been privatised but 
then when they go to the 
shops. they’U see nothing 
there," Mr Chubais warns. 

Mr Chubais believes his 
method is the least prone to 
corruption, while Mr Popov, a 
man of older years, says cor¬ 
ruption is inevitable, and 
indeed desirable. 

That there should be few 


extremely expensive long-life 
milk from Italy). This Is a con¬ 
sequence of the poor supply, 
storage and transport facilities 
which blight all aspects of the 
economy. 

■ The Heed to think of the 
entire food chain as one long, 
series of unbroken links 
stretching from the field or 
dairy, through to the whole¬ 
saler or processor and on to 
the eventual consumer is the 
principal lesson which the Brit¬ 
ish Food Consortium, consist¬ 
ing of the UK's biggest food 
and distribution companies, 
has been emphasising. It sees 
it as part of the uphill struggle 
to improve and privatise food 
supply in Russia and Ukraine. 

For the privatisation of large 
enterprises, which is due to 
start next year, Mr Chubais 
believes that the Czechoslovak 
system of distributing vouch¬ 
ers to the population is the 
most promising route for Rus¬ 
sia to follow. Just back from a 
trip to Prague, he noted that 
420 investment funds set up to 
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WEEKLY NEWSLETTER 

Eastern Europe, Russia and the ex-Soviet Republics 
are opening up for business. Our twelve page weekly 
newsletter, BUSINESS EASTERN EUROPE, shows 

commercial managers, financiers, lawyers, 

consultants and professionals bow to step inside. 

Each week BUSINESS EASTERN EUROPE 
contains a range of articles, features and short news 
items that will help yon: 

► Realise privatisation and acquisition opportunities 
Build market share for your products and services 

► Evaluate competitor activity 

► Monitor financial and legal developments 
For over two decades BUSINESS EASTERN _ 
EUROPE has been the best source of commercial 
intelligence on these emerging markets. 


information on 

privatisation ^I 

y opportunities in Eastern 
\ Europe. Please send me a 
, \ sample copy and subscription yKSi 
-. \ details for your weekly 
\ \ newsletter: BUSINESS 

EASTERN EUROPE Annual N 
subscription (including 
introductory 10% discount) £596. US$990. 


(WRITE OR ATTACH YOUR BUSINESS CARD TO THIS FORM.) 



Name-. 

Company.. 
Address_ 


Postcode 

Tel_ 

Fax-- 


Return to: 

Alastair Hirst, Business Internationa], 
40 Duke Street, London, W1A 1DW. 

For faster service contact ; 

Tel: +44.71493 6711 
Fax: +44.71 499 9767 
+44.71 491 2107 
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Nation that is building the 
apparatus from scratch 


manage-shares bad appeared 
spontaneously. 

The Russian government 
plans to launch its own 
voucher distribution scheme 
this autumn - after sorting 
out practical details such as 
whether they should be given 
out for free or paid for, and 
who would receive them. 

The situation in Russia is 
complicated by the fact that it 
was born out of the Soviet 
Union’s collapse. 

. In the absence at Russian cit¬ 
izenship laws, the government 
had to find an effective criteria 
for supplying vouchers to Rus¬ 
sians only. Not all the inhabit^ 
- ants of Russia are Russians, 
while a lot of Russians live out¬ 
side Russia. 

For this reason the govern¬ 
ment will be declaring a dead¬ 
line for Russians to return to 
Russia in order to receive 
vouchers, while everybody who 
is permanently resident in Rus¬ 
sia will receive vouchers even 
if they are not Russian. 

The government is also In 
tbe process of sorting out what 
to do about foreigners. Having 
dropped plans for a special 
exchange rate for foreigners (to 
prevent Russians from being 
squeezed out of the race by an 
extremely weak rouble), the 
government is casting around 
for an alternative system of 
giving its own nationals equal 
opportunities. 

The suggestions it has come 
up with so far - setting aside 
special enterprises for foreign 
investors or multiplying the 
price of assets bought by for¬ 
eigners by special coefficients 
- are all difficult to operate in 
practice. Mr Chubais claims to 
prefer avoiding any special 
practices for foreigners on the 
grounds “that the more foreign 
investment there is the better”. 

In the absence of a bank¬ 
ruptcy law on which is a pre¬ 
requisite for doting down inef- 
fident enterprises and a threat 
for those which fail to restruc¬ 
ture, privatisation of large 
enterprises is likely to remain 
a limited for some time to 
come. 

The government has ordered 
them to turn themselves into 
joint stock companies in prepa¬ 
ration* for possible privatisa¬ 
tion starting next year, or ear¬ 
lier if they are ready. 

Attempts to attract foreign 
investment to big enterprises 
show this is likely to continue 
to be negotiated on a case-by¬ 
case basis. But foreigners are 
reluctant to buy into enter¬ 
prises which are heavily over¬ 
manned and over which they 
are unlikely to have control 
What is more likely is that 
there will be a prolongation of 
the present system where joint 
ventures are limited to those 
assets which foreign investors 
are interested in. These are 
then hived off from the rest of 
the enterprise in order to insu¬ 
late them from the inefficiency 
of the complex as a whole. 

Layla Boulton, 

Moscow 



As yet, the privatisation process in the 
Ukraine has hardly begun and 
foreign investors are holding back 
until the authorities can show that 
they are able to run an independent 
currency 


T he bitter dispute between 
Russia and tbe Ukraine 
over control of the Black 
Sea Fleet In recent months 
underlined, in an extreme way, 
the problems attached to estab¬ 
lishing ownership rights in 
this part of the world. 

After several months of 
increasingly tense negotiations 
and stand-offs Mr Boris Yeltsin 
the Russian president and Mr 
Leonid Kravchuk his Ukrai- 

What was needed was 
‘the familiar trinity of 
stabilisation, 
liberalisation and 
privatisation' 

man counterpart, agreed at 
their Black Sea resort meeting 
last month that the fleet would 
be divided between the two 
states. 

They discussed the basic 
ground rules for furore trade 
and other relations following 
Ukraine’s decision in principle 
to leave the rouble zone and 
issue its own currency. 

While weighty issues such as 
these were still pending it 
proved diffic ult for the Ukrai¬ 
nian authorities to move ahead 
with important economic 
reforms, such as implementing 
the privatisation process for 
which most of the legislation is 
in place. 

Ukraine, the largest of the 
new states to emerge from the 
break up of the Soviet empire 
with over 50m inhabitants and 
an area greater than France, 
has virtually had to build a 
state and government appara¬ 
tus from scratch. 

Both the president and Mr 
Vitold Fokin, the prime minis - 
ter, are former communist 
apparatchiks and there is a 
dangerous lack of experienced 
personnel to staff the new min¬ 
istries and the institutions 
needed to transform an econ¬ 
omy based on heavy industry, 
mining and large scale collec¬ 
tive grain fanning. 

All these problems particu¬ 
larly the shortage of competent 
staff; are common to the entire 
area, but in Ukraine with its 


ambitions to become a fully 
developed European state after 
centuries of subservience, the 
scale is bigger because the 
country is so big. 

For this reason. Ukraine is a 
good place to observe the inter¬ 
connectedness of the privatisa¬ 
tion process with economic 
and financial reform in gen- 
eraL 

During a recent visit to Lon¬ 
don, Mr Volodymyr Lanovoi, 
the privatisation minister, 
sought to attract foreign 
Investment by explaining the 
new foreign Investment law, 
which has now approved by 
parliament, within the broader 
context of plans to privatise 65 
per cent of its nearly 
10,000 large and medium-sized 
enterprsies within five 
years. 

As yet. privatisation has 
hardly begun and foreign 
investors are holding back 
until the authorities can show 
that they are able to run an 
independent currency. 

Hambros Bank is advising 
the government on monetary 
and privatisation issues and 
Sir Michael Butler, who for¬ 
merly beaded the UK perma¬ 
nent mission in Brussels and is 


one of the leaders of the 
Hambros team, emphasises 
that Ukraine’s top priority 
must be to establish its mone¬ 
tary and fiscal credibility and 
above all tackle the problem of 
fast mounting inter-enterprise 
debts. 

Without tight control of 
monetary policy and a serious 
effort to curb enterprise indebt¬ 
edness Ukraine risks hyper¬ 
inflation which would destroy 
the credibility of its a planned 

Ukraine, the largest 
state to emerge from the 
break up of the Soviet 
empire, has more than 
50m inhabitants 

new currency at the outset and 
make it virtually impossible to 
proceed with privatisation. 

Ukraine is getting similar 
warnings from the IMF and 
World Bank. 

On a recent visit to Kiev. Mr 
Larry Summers, the World 
Bank’s chief economist warned 
that "without more rapid 
reforms a new currency would 
be a very perilous undertak¬ 
ing”. 


What was needed he said 
was “the familiar trinity of sta¬ 
bilisation. liberalisation and 
privatisation”. But privatisa¬ 
tion existed "only on paper”. 

To underline the point Mr 
Lanovoi recently threatened to 
resign unless the present gov¬ 
ernment staffed largely by for¬ 
mer communists, was re-organ¬ 
ised and a new committment 
shown to putting privatisation 
and other reforms into prac¬ 
tice. 

An example of the kind of 
problems which lie ahead as 
the economy moves to market 
methods came last month 
when Germany decided top 
withdraw from the Krivoi Rog 
iron ore project on which sev¬ 
eral hundred million dollars 
has already been spent by Ger¬ 
many, Czechoslovakia, Bul¬ 
garia and Romania as well as 
Ukraine. 

Designed to supply iron ore 
to the steel industries of all the 
partners, the application of 
western accounting methods 
demonstrated that the ore was 
too poor and production costs 
too high to compete with 
imports. 

On the same basis, a high 
proportion of Ukraine's coal, 
engineering and chemical pro¬ 
duction will also find it diffi¬ 
cult to attract new investors 
and compete in world markets. 

Anthony Robinson, 
London 

and Chrystia Freeland, 
Kiev 
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Boris YelsBn (left) met Ukrainian president Leonid Kravchuk to discuss the republics' problems 
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Czech and Slovak 
Federal Republic 

Mass Privatisation to the 
Public by Vouchers 


ERNST & YOUNG PRIVATISATION GROUP 
ACT AS LEAD ADVISERS TO THE FEDERAL 
MINISTRY OF FINANCE, CZECH AND 
SLOVAK MINISTRIES OF PRIVATISATION. 


Financed by 
UK Know How Fund 


For further information on our Privatisation Services worldwide 
including Czechoslovakia, Hungary; Poland, Bulgaria, Romania, 
Baltic States and Russia please contact: Eric Anstee, Privatisation 
Services in Central and Eastern Europe, Ernst & Young, 
Becket House, 1 Lambeth Palace Road, London SE1 7EU. 
Telephone: 071-931 3366. Facsimile: 071-928 1345. 


s!l Ernst &Younc 

Authorised by The Institute of Chartered Accountants in England and li’alcs 
to carry on investment business. 
















ROMANIA 


The back of the pack 



In spite of the adoption of an ambitious 
privatisation law last August, the country 
has yet to privatise a single company in 
the state sector which still accounts for 
more than 90 per cent of industrial 
production. 


omaaia lags well 
behind its central Euro- 
_ _l pean neighbours in 
starting privatisation. In spite 
of the adoption of an ambitious 
privatisation law last August, 
the country has yet to privatise 
a single company in the state 
sector which still accounts for 
more than 90 per cent of indus¬ 
trial production. The private 
sector which contributed 24 per 
cent to gross domestic product 
last year is concentrated in 
trade and tourism. 

Although an inheritance law 
has been re-established and 
over 70 per cent of agricultural 
land is now in private hands, 
the government has yet to 
decide whether private resi¬ 
dences expropriated by the for¬ 
mer communist regime should 
be retained by tenants or 
restored to their previous own¬ 
ers. 

Nor has parliament, which 
has been locked in acrimonious 
in-fighting over the election 
laws for several months, com¬ 
pleted the legislation needed 
for the six ownership funds 
which form the basis of the 
country's privatisation scheme. 

In spite of the political prob¬ 
lems, the National Privatisa¬ 
tion Agency (NPA). the govern¬ 
ment body responsible for 
organising privatisation, has 
accelerated the process since 
January and begun to imple¬ 
ment existing legislation. It 
has initiated a pilot privatisa¬ 
tion scheme involving 30 com¬ 
panies. begun to auction assets 
and started to distribute own¬ 
ership certificates to the pub¬ 
lic. 

Under the privatisation law, 
Romanian citizens will receive, 
free of charge, 30 per cent of 
the capital of commercial com¬ 
panies which will be held in 
five Private Ownership Funds 
(POFs), or mutual funds. 

The remaining 70 per cent, 
earmarked for foreign and pri¬ 
vate investors, will be trans¬ 
ferred into a State Ownership 
Fund (SOF). The SOF, loosely 


modelled on the German Treu- 
han d. will be responsible for 
carrying out privatisation and 
for restructuring larger enter¬ 
prises. The law stipulates the 
SOF must sell-off 10 per cent of 
its equity every year. 

An important element of the 
Romanian scheme Is the “com¬ 
mercialisation*' of the state sec¬ 
tor ahead of privatisation. In 
July 1990, 6,200 state enter¬ 
prises became either joint 
stock or limited liability com¬ 
panies. These companies, 
which represent 55 per cent of 
state equity, will be soid-off 
under the privatisation 
scheme. The remaining 45 per 
cent will be taken up by 330 
regie autonomes. state corpora¬ 
tions. concentrated in strategic 
areas such as power, transport 
and telecommunications, 


Under the privatisation 
taw, Romanian citizens 
will receive, free of 
charge, 30 per cent of 
die capital of 
commercial companies 
which will be held in five 
Private Ownership 
Funds (POFs), or mutual 
funds 


which the government will 
retain with the right to sell 
them off directly. 

The NPA, which in the last 
financial year received nearly 
$5m from the European Com¬ 
munity's Phare programme, 
admits there have been serious 
delays in starting privatisation 
but insists there is some justifi¬ 
cation. 

“Our situation is entirely dif¬ 
ferent to Hungary or Poland.” 
explains Mr Doru Tiberiu, the 
agency’s general manager. 
“Prior to 1989, Romania had 
the most highly-centralised 
command economy outside the 
former Soviet Union. Our 
reforms will therefore take 
much longer and we also need 
to place more emphasis on edu¬ 


cating the population about 
the transition." 

There are other reasons for 
stressing education and train¬ 
ing. Romania, more distant 
from European Community 
markets and with a reputation 
for political instability, has not 
attracted much foreign invest¬ 
ment At the end of April, for¬ 
eign investment since January 
1990 was less than 3350m. 

Delay in starting reform has 
held up foreign aid and loans, 
depriving the country of the 
funds it needs to undertake 
economic restructuring. Even 
with promised foreign credits 
of more than Sl.5bn this year, 
Romania is still short of funds 
for privatisation. 

The POFs and SOFs will only 
receive three months of 
start-up advice from Lazard 
Freres. the French bank, before 
being left to manage their port¬ 
folios alone. 

However, western business 
consultants involved in the 
pilot privatisation scheme 
point to advantages in being a 
late starter. 

“The transition of the former 
communist countries Is a lot 
more complicated than we first 
imagined," says Mr Nicolas 
Pelletier of Paribas, the French 
bank, which helped formulate 
Poland's Mass Privatisation 
Plan. 

“Romania has ta ken the time 
to work out a good mechanism 
(hr privatisation, and can draw 
on file experiences of the other 
countries. In the long term, 
this is far more important," he 
adds. 

With the system still several 
months away Grom full opera¬ 
tion, it is too early to evaluate 
comprehensively privatisation 
in Ro mania. At the same time, 
general elections and a politi¬ 
cal shake-up loom. The NPA 
may be pressing ahead but pri¬ 
vatisation remains a conten¬ 
tious issue. 


Virginia Marsh, 

Bucharest 


BULGARIA 


Slow starter that is 


struggling to catch up 



The preliminary stage of the 
privatisation programme involves the 
transformation of state enterprises 
into joint stock companies whose 
shares can eventually be sold off to the 
public 


B ulgaria was the last of 
the former Soviet satel¬ 
lites to throw off com¬ 
munist rule and the slow pace 
of political reform is reflected 
in the equally slow pace of pri¬ 
vatisation. Ironically it is one 
of those countries which needs 
privatisation the most 
It was long the most slavish 
copier of the Soviet model and 
its $lZ2bn foreign debt is one 
of the most onerous per capita 
burdens in the region. Geo¬ 
graphically it Is one of the 
furtherest away from western 
markets, although relatively 


close and easily connected 
by sea to the Middle East 
Leaving the vast bulk of 
industry and most other assets 
in the hands of the former 
communist nomenklatura for 
so long provided a vivid exam¬ 
ple of the danger of delaying 
change. In the spring of 1991 
the Bulgarian Socialist (former J 
communist) party government 
introduced a “small privatisa¬ 
tion law” which had to be 
repealed a few months later. It 
proved to be a conduit for man¬ 
agers of state enterprises to 
abuse their positions by wide¬ 
spread asset-stripping. 
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Shortage of prime office 
space and rising demand 
has inflated rents to west 
European levels, writes 
Anthony Robinson. Rising 
tourism and rampant ' 
consumerism are also 
out s tripping existing hotel 


accommodation and retail 
capacity. For many state 
enterprises selling or 
renting property has 
become a way of raising 
capital or keeping afloat. 
See Property on Back Page 


As Hungary and other for¬ 
mer socialist countries found 
in the early days of privatisa¬ 
tion the temptation for the 
managers of state assets to 
usurp the privileges of owner¬ 
ship and hive state assets off 
into private companies owned 
by them or their political allies 
is enormous in the absence of 
effective legislation and other 
safeguards. 

Since then the situation has 
improved, substantially. The 
non-communist government 
which emerged after the Octo¬ 
ber elections under Prime Min¬ 
ister Filip Dimitrov placed a 
high priority on privatisation. 
It called in officals from the 
European Community’s Phare 
Fund and other western advis¬ 
ers and also asked privatisa¬ 
tion experts from Czechoslo¬ 
vakia, Hungary and Po land, to 
share their experience. 

The net result was a privati¬ 
sation law which was approved 
by parliament on May 8 this 
year. The law benefited from 
the experience in privatisation 
accumulated elsewhere in the 
region over the last three years 
bnt still needs farther imple- 
mentary legislation to come 
fully into effect 

Bankers familiar with the 
privatisation process say that 
Bulgaria has moved fast in 
recent months to draw up vital 
complementary legislation in 
the foreign investment com¬ 
pany law, competition, bank¬ 
ing, insurance and other fields 
designed to attract much 
needed foreign investment At 
the time, many of the 
former monolithic state enter¬ 
prises have been restructured 
prior to privatisation. 

Progress in all these areas 
improves the prospects both 
for an eventual debt reduction 
agreement on Polish lines and 
approval of credits from the 
IMF, the Work! Rank and other 
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Dimitrov; placed a high priority on privatisation 


institutions. The need to 
attract foreign investment was 
underlined by the 27 per cent 
drop In industrial production 
last year. Heavy investment is 
needed not only to improve 
efficiency but also,to reduce 
the levels of environmental 
pollution, including the danger 
Of.nuclear fi owfaimbatinn from 
the ' country’s . big Soviet 
designed nuclear power sta¬ 
tion. 

Until recently foreign irives- 


Geographlcalfy, It Is for 
from western maricets 
but relatively close to 
the Middle East 


tors have tended to shy away 
from Bulgaria although 
recently the Rover Group, the 
UK car manufacturer, negoti¬ 
ated a joint venture with the 
Defence Ministry to assemble 
cars, Land Rovers and pick-up 
trucks.-at former military 
plants. 

■ Earlier this year Mr Dimi¬ 
trov spent 10 days in the US 


hoping to drum up investor 
enthusiasm for privatising 
important sectors such as tele¬ 
communications and moderni¬ 
sing the countries extensive, 
but largely obsolescent elec¬ 
tronics industry. Other sectors 
with foreign investment poten¬ 
tial; which were slated for pri¬ 
vatisation included tourism 
and agro-business. The Bulgar- 
ian-American enterprise fund 
has $55m available to finance 
such projects over the next 
three years. 

The first stage of the privati¬ 
sation programme involves the 
transformation of state enter¬ 
prises into joint stock compa¬ 
nies whose shares can eventu¬ 
ally be sold off to the public. 

At . least 20 per cent of the 
shares of privatised enterprises 
will be retained by the govern¬ 
ment and placed in an invest¬ 
ment fund. 

This will be used to finance 
social security funds and lim¬ 
ited compensation for former 
owners who were illegally 
expropriated. 


Anthony Robinson 
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PRIVATISATION - A Joint Special Supplement 
Mid September 1992. 


Three of Central Europe’s greatest quality newspapers 
will unite to produce a unique series of special features 
covering Privatisation;, The Environment, Foreign 
Capital and Joint Ventures over the next few months. 
The First of these will focus on Privatisations and wall 
cover all aspects - law, finance, accountancy - of 
Central European Privatisations. This supplement is a 
must for all advertisers wishing to contact the top 
decision-makers across three major new European 
democracies. Whether a management consultant, 
accountant, financial or legal adviser, the Privatisation 
Joint Special Supplement will provide you with an 
excellent editorial environment in which to advertise. 


(i) PRIVATISATION - September 1992 

(ii) ENVIRONMENT - November 1992 

(iii) FOREIGN CAPITAL AND JOINT VENTURES 
-January 1993 


With the collaboration of France’s leading newspaper, 
Le Figaro, the above supplements will appear 
simultaneously in the three newspapers on the same 
day and will be read by over 3 million decision¬ 
makers in Centra] Europe. 


For further details and information on these and other 
Central European publications please contact 
Matthew Farrar, International Advertising Director or 
Jeannette Thomas, UK Advertising Manager 
or return the coupon below. 


Please lick relevant box for information 
| } Poland | j Czechoslovakia 1 j Hungary 

Name:___ 

Tide- __ 


Company: 
Address: _ 


Post Code: 


Tel No.: 


Post to: Mercury Publicity Limited, 16 John Street, 
London WC1N2DL. 


Mercury Publicity Limited 


International Advertising Headquarters, Hersant Communications Group, 
16 John Street, London WC1N 2DL. Tel: 071-831 6631 Fax: 071-404 4674 


MAKE SURE YOU UNDERSTAND THE OPPORTUNITIES IN 


EASTERN EUROPE 


READ THE FOLLOWING PUBLICATIONS FROM THE FINANCIAL TIMES: 
Five newsletters for the developing markets of Central and Eastern Europe 
and the republics of the former Soviet Union which provide detailed, 
first-hand information unobtainable elsewhere. 


East European Markets -twice monthly 


An essential source of accurate and succinct information an Central and Eastern Europe and the republics of the former Soviet Union. 
Giving a prerise, comprehensive background briefing on the latest developments, focusing on hems of importance to business*, foreign 
trade, finance, domestic economies, energy, privatization and new legislation. 


Two monthly inserts THE CHANGING UNION and MOSCOW BULLETIN provide unique coverage of events in the former 
Soviet Union, charting the progress to market economies and spotting tile bey decision makers. 


Finance East Europe - twice monthly 


Financial news, speculation and analysis from the emerging marker economies of Central and Eastern Europe and tbe republics of the 

former Soviet Union. 


Finance East Europe keeps subscribers abreast of the banking and financing aspects of core privatisation: cross-border mergers 
& acquisitions and other forms of direct in vestment; project finance, trade credits, bilateral and multilateral credits, official 
guarantees and aid. The development of domestic equities and debt markets; tbe restructuring of domestic banking scows in die 
countries is also covered. Regulations affecting finance'and investment in the area are digested and exp lain^ 


East European Business Law- monthly 


A concise and empirical account of new laws affecting business in the countries of CeotraT and Eastern Europe as they adapt 
to (he free market. It covers Poland. Czechoslovakia, Hungary, Yugoslavia, Bulgaria, Romania, Albania, Croa tia, Slovenia, 
the Baltic countries, the republics of tbe former USSR, the posi-Comunmist laws of Germany’s Eastern Laender and all legal 
issues of which business needs to be aware, both inserting up business ventures in the region and in operating there 
(e.g. company formation, privatisation and joint ventures, property and contract rights, credit and security, the environment 
potential liabilities, intellectual property, competition law). 


East European Insurange Repokt — monthly 


Because East European Insurance Report has contacts within the companies and government depanmenis transforming these 
areas, it has the latest and most comprehensive news and comment on: local market developments, legislation, financial 
management, marine, aviation and transport insurance, non-marine and individual risks, lifoassurance and risk management plus 
local insurance results, mergers, acquisitions, joint ventures, sew products and policies, trade finance and investment cover. 


East European Energy Report -monthly 


A revealing portrait of the developments taking place in the emerging and rapidly changing scene of the Soviet Union and the other 
East and Central European nationals. As well as overall coverage in the monthly newsletter, subscribers receive separate in-depth 
country profiles, with all countries being covered in a two-year cycle. A yearly index completes the comprehensive pac kag e 


East European Energy Report presents, news and features across a broad range from gas production and exploration contracts to power 
plant refurbishment, from oil refinery deals to energy efficiency aid programmes; and the involvement of western firms in the region. 


For further information and FREE SAMPLE CONES, simply dip your business card to this ad, 
indicate the publications of interest and return to: 

Clare Boned. Department E, Financial Times Newsletters, Tower House. Southampton Street, 
London WC2E 7HA. Tet <444 71 ] 340 9391 Fax: C+44 71>340 7946 -. 
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AVOIDING THE LEGAL PITFALLS 


* 



BUILDING A legislative 
framework for inbound. invest¬ 
ment is one of the most impor¬ 
tant tasks facing the postrcom- 
munist governments of eastern - 
Europe. 

Foreign investors demand 
transparency and need to 
know not only the roles - for 
investment but the rules of the 
process by which their capital 
is admitted. 

.They also need to know 
which criteria are. used- by 
those involved in reviewing 
privatisation proposals to dif¬ 
ferentiate between good and 
unacceptable proposals. 

These are the -necessary 
basis both for commitments 
from foreign investors and the 
warranties and indemnities 
given by the. .selling state 
authority. 

Poland, Hungary and Cze- 


choslovkla-have made the most 
progress in all of,-these areas, 
but they all have some way to 
go.... • -v- 

All three'have-eliminated the. 
key early legal hurdles to for-, 
eign investment, namely, “who 
owns toe praperty?”and-^how 
do. we gat; ; bhf; money-lout?". 

- Their privatisation laws 'spell 
oat the nature to state owner¬ 
ship and who entitled 
property, on the state’s behalf. 
Profits' cah^; b£' repatriated 
thanks to -foreign exchange: 
laws that aEow.for easy con- 
veriSaSty of domestic curren¬ 
cies into fordgrewto .. 

Poland and Hungary: have 
been criticised by Seme foreign 
investors for. hndting Invest¬ 
ment opportunities tor adopt¬ 
ing a “top down": approach to 
privatisation, to which compa¬ 
nies or industrial sectors are 


REPUBLIC OF POLAND 
MINISTRY OF PRIYAELSATION 
Invitation to negotiate 

As part of its privatisation programme the Head of 
the Ministry of Privatisation acting on behalf of the 
State Treasury of the Republic of Poland in 
accordance with the provisions o£ art. 23 of the 
Privatisation Act of 13 July 1990 hereby issues an 
invitation to negotiate to all appropriate parties 
interested in acquiring 

up to 80% of shares in REMA S A. 

In accordance with the provisions, of art. 24 of the 
Privatisation Act the employees of REMAPS A. will be 
offered up to 20% of the shares in the company. 

REM A S.A. is a state-owned joint stock 
company involved in manufacturing of 
woodworking machinery and is based in 
Reszel, in the north-eastern part of Poland. 

All responses to this invitation must be 
communicated no later than on July 20, 1992 at the 
following address: 

Baltic Accountants and Consultants Ltd., 
uL Jakiela 8,01-540 Warsawa Poland. 

(tel/fax 48 39 12 13 50 or 48 22 39 09 49) : 

Att: Poul A Nielsen or Ewa Toinczak 


Aktiesdskab 

PRIVATISATION OF 
POLISH BREWERIES 

The Bank is lead advising the Polish 
State Treasury on privatisation of the 
brewing sector. As part of the Polish, 
privatisation programme a selection of 
brewing companies is currently being 
prepared for sale. Parties interested in 
receiving more information about the 
privatisation programme or about the 
particular companies are invited to 
contact the following persons: 


Mr. Piotr Robak 
Sank: Anns InL 

UL Marszalkowska 82,4th Floor 
00-517 Warsaw 
Tel/Fax: 48/39 12 0199 


Mr. KristofZorde 
Sank: Anns Bank 
Sank: Anns Plads3 
1250 Copenhagen 
Tel: 45/3315 2515 
Fax: 45/33 15 25 22 


DOING BUSINESS IN EASTERN EUROPE? 
CONTACT US IN VIENNA! 


awfe 


Assistance in privatisation projects 
Feasibility studies 


Joint venture 
consulting 

Market analyses 



Under One Roof 


Coicordiapblz 2, A-1013 Vienna, Austria 
Tel: +43-1-534-06-301 Fax: +43-1-534-0516 

Ameniw rfCradiUni*attto«»^Cnoup ■ 


Antoni Marianskl 
Russian Services 
London, U.K. 

TRANSLATION / DTP for legal and 
accountancy practices and industrials 

economics - legislation - 

finance - foreign trade - contracts 
shipping - geology - technology 
materials - energy systems 
Tel: 081 - 341 0277 Fax:081 -347 9939 



hand-picked by the govern¬ 
ment for privatisation one at a 
time. Czechoslovakia, on the 
other hand, requires ah state 
enterprises to prepare their 
own privatisation projects by 
June This “bottom up" innova¬ 
tion has now been borrowed by 

Poland and Hungary 

have been criticised for 
limiting investment 
opportunities by 
adopting a ‘top down’ 
approach to 
privatisation 

Russia and important elements 
are being considered by the 
Poles and the Hungarians. 

The Czech Ministry to Priva¬ 
tisation has also helped smooth 
the entry to foreign capital by 
developing standardised posi¬ 
tions on key legal and environ¬ 
mental issues. - Environmental 
indemnities are. of crucial 
importance given the “produc¬ 
tion at any . price" philosophy 
to the old regimes." The fear to 
inheriting responsibility for 
environmental sins of the past 
has emerged as a considerable 
deterrent to inbound foreign 
investment throughout the 
region. 

The Czech republic has 
addressed the problem by 
creating a tough but dear legal 
framework for environmental 
responsfbfltiy. Current policy 
says the state will reimburse 
foreign investors only to the 
extent of their initial share 
purchase price, and then only 
for the legally mandated 
deanup of conditions-which 
could not have been disclosed 
prior to signature to the deaL 

The pgdu; are also limiting 
to a bare minimum the warran¬ 
ties which will be given to pro¬ 
spective Investors about the 
financial and business condi¬ 
tion to the rampanieg they will 
be buying. These are tough 
positions, but they are never¬ 
theless welcomed by foreton 
investors for their certainty. 

Even to Czechoslovakia for¬ 
eign investors complain about 
the length and uncertainty of 
the project review process. For¬ 
eign investment proposals 
must be reviewed by at least 
two minis tries and the Czech 
cabinet, then finally negotiated 
with a state fund that becomes 
the. selling shareholder. With 
differing mandates and priori¬ 
ties, these stakeholders, and 
their advisors, rarely speak 
with one voice. This results to 
points understood as “agreed" 
by one government party occa¬ 
sionally having to be re-negoti¬ 
ated to suit others who become 
involved later in the review 
process. Foreign investors, who 
are used to “one-stop shop¬ 
ping" when negotiating corpo¬ 
rate acquisitions, often find 
this bewildering and frustra¬ 
ting. 

Another complication arises 
from the absence of transpar¬ 
ent guidltoes from the supervi¬ 
sing authorities involved in the 
review to foreign investment 
projects. Such guidelines 
would put all sides on notice as 
to what considerations, apart 


from price, will be given prior¬ 
ity: Although investment bank¬ 
ers to the Ministry of Privatisa¬ 
tion have evidently been 
applying a set of their own cri¬ 
teria. so far these have not 
been published or widely dis¬ 
tributed. This m eans that for¬ 
eign investors and target com¬ 
pany management generally do 
not know what the reviewing 
nrinstires will be looking for as 
they prepare their proposals. It 
alto allows losing bidders to 
allege that 'obtuse or non-com¬ 
mercial-factors, like personal 
preferences and the nationality 
of prospective investors, affect 
the decaslon-making process. 

With thousands of compa¬ 
nies in the privatisation pipe¬ 
line, Czechoslovak authorities 
are now grappling with the 
next major issue: how to gov¬ 
ern, restructure and encourage 
foreign investment to the com¬ 
panies slated for privatisation. 
Foreign investment, technol¬ 
ogy and know-how will be 
Aggpmtiai for the oversized 
inefficient state enterprises 
struggling to survive privatisa¬ 
tion. But it is an open question 
whether all this win be allowed 
to enter quickly enough. 

initial delays might be 
caused by the fact that the 
companies will continue to be 
owned by a state fond at least 
for the next several months 
irnrii voucher “bidding" ends, 
it is not yet dear whether the 
boards of these companies will 
be allowed to negotiate deals in 
toe in*pnm. if not, it remains 
to be seen whether the fund 
will be an active owner and 

mafcp timely decisions . 

After voucher privatisation 

Czechoslovak 
authorities are grappling 

with the issue of how 

to encourage foreign 

Investment In 

companies slated for 

privatisation 

it will be up to the new share¬ 
holders to sort out the compa¬ 
nies' strategic and investment 
strategies. These shareholders 
will have to overcome their 
own inexperience and the vir¬ 
tual absence of Western means 
to corporate governance such 
as proxy voting. Such problems 
might have, been fatal were it 
not for the fact that most to 
the &5m voucher books issued 
to Czech and Slovak citizens 
have been deposited with a 
handful to institutionally man¬ 
aged investment funds Never¬ 
theless, recent regulations pro¬ 
hibiting funds from owning a 
controlling stake in any single 
company mean that some 
shareholders will have to con¬ 
sult and agree before decisions 
can be taken. How serious the 
resulting delays will be 
remains to be seen. Also 
unclear is whether secondary 
markets will develop quickly 
enough and will be robust 
enough to allow foreign buyers 
to buy control through the 
exchange. 

The fate of thousands of 
companies and possibly Mr 
Klaus’ voucher programme 
itself hinge on toe answers to 
these questions. 

Daniel Arbess 

The author is lead lawyer in 
the Prague office of White and 
Case, a OS law firm 


I CASE HISTORY: Caola of Hungary 

A bitter cherry 


WHEN western executives go 
cherry picking in eastern 
Europe, they look for state 
companies like Hungary’s 
Caola cosmetics producer. 

However, these- east Euro¬ 
pean consumer goods compa¬ 
nies, such juicy targets 
because of their market share, 
are also toe most perishable, 
for the same reason. Far their 
market shares are generally as 
perishable as they are large. 

Trade liberalisation has 
brought floods to western con¬ 
sumer goods imports into east¬ 
ern markets, and many local 
companies have found their 
mar kets disappear as consum¬ 
ers defect to the new competi¬ 
tors. Without customers, such 
a company’s worth to a poten¬ 
tial foreign or domestic buyer 
can disappear just as fast. 

That gives eastern Europe’s 
privatises - never in a very 
strong position - an extra 
handicap. The authorities and 
the investment banks acting 
on their behalf can find them¬ 
selves with all the bargaining 
power to a stall owner trying 
to get rid to a load of rotting 
fruit Cherries indeed. 

Caola illustrates the point. 
Once the Hungarian monopoly 
supplier of personal care prod¬ 
ucts such as toothpaste and a 
dominant producer of house¬ 
hold chemicals, Caola still held 
about 80 per cent to the market 
in 1990. 

The company appeared to be 
the key to a market of 10m 
people whose demand for cos¬ 
metics had been suppressed 
during decades of communist 
emphasis on productive indus¬ 
try. Caola was a desirable prop¬ 
erly for toe western multina¬ 
tionals which began to sniff 
around in 1990. Then disaster 
struck. At the start to 1991, 
Hungary liberalised imports on 
most consumer goods and 
Caola was floored by western 
competition. 

Caola’s share to the cosmet¬ 
ics and household chemicals 
market, has faHen to about 40 
per cent from near-monopoly 
two years ago. Turnover has 
fallen in parallel, the 1992 fore¬ 
cast of Ft4Bbn represents a 50 
per cent fall since 1990. 

Caola's technical and 
research expertise impresses 
western competitors. But the 
company, which as a state 
monopoly had no need to com¬ 
pete in a market, started with 
a handicap when it comes to 
marketing, advertising or pack¬ 
aging. 

While Procter & Gamble, Col¬ 
gate Palmolive and Unilever 
are among Hungary's top 10 
advertisers, Caola spends so lit¬ 
tle that its toothpaste adverts 
do not even register on surveys 
to media profiles. 

Nor do Caola brands inherit 
such strength that they can 
afford such neglect Most are 
better described as names than 
brands. Not much attachment 
can be felt to a brand to wash¬ 
ing-machine powder called Bip 
after toe initials of the factory. 

Older Hungarians may 
remain loyal but Caola is los¬ 
ing a whole new generation. 
Colgate meanwhile is catching 
toothpaste users young with 


This announcement appeals as a m a tte r of record only. 


THOMSON POLKOLOR 


• A Polish company owned 51% indireedy by Thomson Consumer Electronics 
and 49% indirectly by the Polish Stare 


U.S. $20,000,000 

Project Financing 

Arranged by: 

Polish Development Bank S.A. 

(Polski Bank Rozwoju S.A.) 

Participants: 

Polish Development Bank S.A. 

Bank Sl^skx SJL wKatowjcach 
NMB Bank, 'Warsaw Branch 
Osterreichische Investitionskredit AG 

Funds provided by: 

European Investment Bank 

Agenc 

Polish Development Bank SA. 


June 1992 



Colgate bunnies on children's 
television and educational pro¬ 
grammes in schools. 

Mr Tihamer Gedeoa, Caola’s 
managing director, recognises 
that the only hope is to come 
under the protective wing of a 
western company with the 
financial, technological and 
managerial capabilities to 
revamp the Hungarian compa¬ 
ny's tired products. 

The cruel twist is that just as 
Caoia’s growing weakness 
makes privatisation impera¬ 
tive, so it also makes a sale 
more difficult Indeed, the Hun¬ 
garian company may have 
missed its best chance. 

Colgate-Palmolive bid for 
Caola last year bat then pulled 
oat, saying that the company’s 
market share was vanishing. 

The State Property Agency 
reportedly held out for $50m, 
close to toe asset valuation to 
Caola, while Colgate was pre¬ 
pared to pay about $35m, much 
to that in investment commit¬ 
ments. a figure closer to the 
estimated market valuation. 


This tension is a classic one 
in eastern Europe. Market 
value is necessarily nebulous 
because there has been no cap¬ 
ital market. Moreover local 
officials axe still often stuck in 
a mindset inherited from toe 
communist past, when physi¬ 
cal assets and production were 
deemed to have value indepen¬ 
dently of what anyone was pre¬ 
pared to pay. 

It is difficult enough for 
buyer and seller to hit on a 
mutually acceptable price. 
When perishable consumer 
goods companies are con¬ 
cerned, they face the added dif¬ 
ficulty that they are trying to 
hit a target which is moving 
around with the [ailing value 
of the company. 

Government officials say 
they responded flexibly to Col¬ 
gate’s position. But they do not 
seem to have responded so 
flexibly to Caola’s falling 
worth. Officials at the State 
Property Agency even played 
down the failure to agree with 
Colgate saying that they could 


get a better price by waiting. 

Caola is looking for a buyer, 
drawing up an offer for sale 
and hoping for completion by 
late summer. But industry 
executives, for from thinking 
that Caola is worth more, 
doubt even that the SPA can 
attract any bids for the whole 
of Caola's business. 

The western multinationals 
have certainly not bung 
around. They have been busy 
further eroding Caola’s market 
share, poaching its best execu¬ 
tives and withdrawing from 
joint licence agreements. 
Beiersdorf, toe German manu¬ 
facturer has taken back distri¬ 
bution to NLvea and other prod¬ 
ucts which had been licensed 
by Caola. 

Ominously, Caola most 
dynamic executives are voting 
with their feet. Mr Tamas Suto, 
Caola’s go-ahead marketing 
head, now works Colgate-Pal¬ 
molive. Western multination¬ 
als have built up local sales 
and distribution organisations 
to the extent that they do not 
really need Caola. 

Ironically, Colgate is consid¬ 
ering producing locally to save 
on Import tariffs. The US com¬ 
pany may contract out manu¬ 
facturing to Caola. 

Nicholas Denton 
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REAL ESTATE 


Scarcity of stock 
fuels vibrant sector 


OUTMODED technology. 

dubious management and 
changing demand means that 
east European state enter¬ 
prises ran often be marginal 
Investments at best By com¬ 
parison. a scarcity of hotels, 
offices, shops and good quality 
bousing and rising western 
demand has created a vibrant 
real estate sector. 

Rents are often higher than 
in western capitals and compa¬ 
nies are prepared to pay for 
accommodation in hard cur¬ 
rency. As a result, property 
development is often the sub¬ 
text of privatisation and the 
scent of asset shipping hangs 
in the air. 

As company privatisations 
grind on. the importance of 
real estate is becoming clearer. 
Like the UK in the 1980s, state 
companies and local authori¬ 
ties find themselves short of 
cash resources at a time when 
their most attractive assets are 
in land. 

The result Is a scramble to 
sell, or more often, create joint 
ventures with western compa¬ 
nies to release the capital tied 
up in their real estate assets. 

The process has not always 
been smooth. 

Armed with the experience 
of UK privatisation in the 
1980s, UK based accountants 
initially swept into the vac¬ 
uum created by the fail of 
communism. It was not long 
before real estate problems 
checked their progress. 

In 1990. a celebrated deal 
was struck for the privatisa¬ 
tion of Hungar Hotels, the 
Hungarian state hotel chain. 
On instruction from the then 
inexperienced and recently 
formed State Property Agency 
(SPA) the chain was valued by 
a western consulting company 
as a going concern. 

However, the suggested 
price led to a furore about 
alleged asset stripping by for 
eigners after Quintus, a Swed- 
ish-Dutch company paid the 
requested $90m for a 50 per 
cent stake in the chain. The 
courts rescinded the deal after 
the public outcry. This and 
similar early deals involving 
former communist manage¬ 


ments lead to a tightening up 
of evaluation and sales proce¬ 
dures. Hungary now has possi¬ 
bly the most rigorous monitor¬ 
ing policy In real estate 
disposal with the SPA vetting 
ail disposals. 

Privatisation, once hailed as 
a universal panacea for the 
East's economic ills, is now 
under more careful scrutiny as 
the novelty of change wears 
thin. It is no longer enough to 
slap a privatisation label on a 
transaction. Concern about 
exploitation by western prop- 


Armed with the 
experience of UK 
privatisation in the 
1980s, UK based 
accountants initially 
swept into the vacuum 
created by the fall of 
communism 


erty developers and investors 
has led to a new emphasis on 
competition. However, in prac¬ 
tice, the new rales often act 
act as a deterrent to competi¬ 
tion with western developers 
being put off by the terms of 
open competitions where the 
costs of competing are not 
matched by the chance of suc¬ 
cess. 

Arguably the single most 
successful privatisation policy 
in the UK was the sale of coun¬ 
cil houses to their tenants. The 
scope for this is enormous in 
eastern Europe as virtually 
every town and city is sur¬ 
rounded by vast pre-cast con¬ 
crete estates. The risk of delin¬ 
quency and social unrest 
cannot be overestimated in the 
period of hardship stemming 
from the economic transition. 

In the UK. proprietorial 
pride following sale to tenants 
Is transforming the estates, 
sometimes reversing their 
degeneration into virtual ghet¬ 
tos- Repeating the process In 
the East however requires set¬ 
ting up building societies and 
other credit systems. 


The World Bank has 
responded to this issue and 
has taken up a pioneering 
position in Poland. 

It is contributing $ 200 m to a 
mortgage fund expected to 
total some $ 57 Om. The Polish 
government is to match the 
World Bank sum, Polish banks 
are expected to contribute 
SlOQra with a further contribu¬ 
tion expected from the Euro¬ 
pean Bank for Reconstruction 
and Development (EBRD). Ini¬ 
tially the fund will provide 
credits for both construction 
and purchasing but the 
emphasis will be on new 
low-rise buildings at the top 
end of the Polish market. 

In the face of high inflation 
the fund is expected to utilise 
a novel repayment formula 
which utilises a repayment 
celling derived from the differ¬ 
ence between wage and price 
inflation. When the ceiling is 
reached the term of loan is 
extended. 

Local authorities and state 
companies in the UK became 
increasingly sophisticated In 
their dealings with developers 
during the 1980s and this 
would appear to be the pattern 
for privatisation in the East 
Preferential tax environments, 
joint ventures, small business 
encouragement and develop¬ 
ment corporations are Just a 
few of the routes ahead. 

There is wide scope to make 
more of inner city sites which 
include prime office, hotel and 
retail locations. 

Such sites give local authori¬ 
ties the opportunity to attract 
the development skills neces¬ 
sary to access the variety of 
funding sources needed for 
urban renewal. Schemes which 
integrate commercial elements 
with provision for small local 
business and housing are 
likely to build a political 
momentum of their own in the 
tough environment which is 
expected to continue for some 
time. 

Philip Hudson 

Tke author is a partner in 
East 8. which specialises in east 
European real estate 



BALTICS 


Breaking free of the rouble zone 


THROUGHOUT the Baltic 
states privatisation is a key 
element in overall economic, 
financial and monetary policies 
designed to ensure their full 
independence from Moscow 
which still maintains over 
100,000 troops in the region. AH 
three states wish to break 
away from the rouble zone and 
establish their own currencies. 
Estonia took the lead by issu¬ 
ing the first Estonian Kroon 
last month and both Latvia 
and Lithuania are planning 

similar steps. 

All three were tightly inte¬ 
grated into the former Soviet 
economy and privatisation, 
which is partly aimed at 
attracting foreign investment, 
is seen both as a means of 
reducing the former Russian 
influence and turning all the 
economies of the region in a 
westerly direction. 

With foreign investment in 
mind the Baltic trio are in the 
process of setting up Natiuonal 
Investment Banks in their 
respective capitals on the lines 
of Die Nordic Investment bank. 
KPMG, are acting as manage- 



The Republic of Poland 
Cement and Lime Privatisation 

The Chief of the Ministry of Privatisation, acting on behalf of the 
State Treasury , announces the forthcoming privatisation 
of the following cement and lime companies: 


COMPANY 

SEC FOR 

TENTATIVE 
OFFER DATE 

Gora idie S.A. 

Ccmenc/Lime 

Aug/Sepc ’92 

Kujawy S.A. 

Ccmcnt/Lime 

Aug/Sepc ’92 

Opolwap S.A. 

Lime 

Aug/Sept ’92 

Strzelce Opolskie S.A. 

Cement 

Aug/Sept ’92 

Bukowa 

Lime 

Sept/Oct ’92 

Mafagoszcx S.A. 

Cement 

Sept/Oct ’92 

Ozarow S.A. 

Cement 

Sept/Oct ’92 

Treuskawica 

Lime 

Sept/Oct ’92 

Warszawa 

Cement 

Sept/Oct ’92 


Information Memoranda for these companies are currently being prepared\ and 
are expected to be available according to the timing indicated above. 

To register your interest, please contact: 

Mr. Arnold Holic 
International Finance Corporation 
Al. Jero/olimskie 65/79 
00-697 Warsaw - Poland 
'IcL: 48-22-300-758 
Fax: 48-22-300-759 

For further information, please contact: 

Mr. Rcyax A. Ahmad Mr. Gavin Wilson 

Tel.: 202-473-7785 Tel.: 202-473-8808 

Corporate Finance Department 
International Finance Corporation 
1818 H Street, N.W., Washington, D.C. 20433 
Fax.: 202-676-9525 


July 1992 
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meat consultants for the proj¬ 
ect which is being financially 
backed by the EBRD and the 
European Communty’s Phare 
fond. 

• Lithuania, the largest and 
most populous of the trio, has 


moved fastest in the area of 
housing privatisation with- the 
creation of investment vouch¬ 
ers for the purchase of apart¬ 
ments and other property, fis 
Land Reform Act of July 1991 
provides for private ownership 


of land and compensation for 
those expropriated after the 
Soviet Invasion. 

• Latvia has the largest eth¬ 
nic Russian population. 

As elsewhere in the region, 
many of the plants to be priva- 




Sofdlor of the former USSR In Vilnius where privatisation Is lessening'Moscow’s - Influence 


tlsed are the result of all-Umon 
investments, financed largely 
by Moscow. 

Most are managed by ethnic a 
Russians who also make up a 7 
large proportion of their work¬ 
force. While work is far 
advanced on drawing up a 
large volume of privatisation- 
related legislation the reality 
on the ground is rapid “sponta- ' 

neons” privatisation, especially - 

of small shops, agricultural 
land and other property, but 
slow progress in the industrial 
area. 

• Estonia with Its close lin¬ 
guistic and ethnic links with 
Finland Is also banking on for- : '~ 

eign investment to help both 
privatise and modernise its 
industrial base, especially the 
highly polluting oil shale 
industry. J! - 

It has been the first to cut its ' i - 
links with the Rouble zone by i 7 - 
issuing its own currency- but 
like the other states still has 
the bulk of Its savings and : - 

hard currency deposits frozen - 

In Moscow. :• 

Anthony Robinson _ 


White & Case 


Privatisation Counsel to: 

State Property Committee of Russia for Russia's Mass Privatisation 
Programme 

Ministry of Privatisation in Poland for Poland's .Mass Privatisation 
Programme 

Ministry of Privatisation of the Czech Republic for foreign investment 
privatisation transactions - : 

State Property Agency of Hungary for foreign investment privatisation 
transactions 

Ministry of Economy of Estonia and its Department of State Property for 
Estonia’s privatisation programme 

Skoda Automobilovy Koncern in connection with its U.S. $6 billion joint 
venture with Volkswagen AG v '• 

Skoda Plzeri in connection with its transportation and energy joint 
ventures with Siemens AG 

Numerous state enterprises and international companies for their 
privatisation and investment projects in Central and Eastern Europe 



Staromestskd ndmestf 15 
11Q0Q Prague 1 
Czechoslovakia 
Telephone: (42 2) 232 3051 
Facsimile: (422) 232 5522 
Contact Daniel Arbess 


Zohdnutca 16 
1054 Budapest V 

Hungary 

Telephone: (361) 131 0933 
Facsimile: (361)1113464 
Contact Stephen Fuzes! 

Race Vendfime 20 
75001 Paris 
France 

Telephone: (331) 42 60 34 05 
Facsimile: (33 1) 42 60 82 46 
Contact GfHes Peigney 


Avenue de la Renaissance 1 
1040Brussels 
Beifliom.- 

Teleptvone: (32 2)-732 4240 
Facsimile: (32 2) 7363325 . 
Contact Carl Amon 


Birger Jarisgatari 14 : 

S-11434 Stockholm . 
Sweden 

Telephone: (46 8) 679 80 30' ; 
Facsimile: (46 8) 611 21 22 
ContactKajHobdr ... 

BodcenhefnwiAndsfcaase 51-53 
6000 Frankfurt am Main ' 

. Germany 

Telephone: (48 69) 971219 0 
Facsimile: (49 69) 97121950; • 
Contact Philip &opford 


WifczaS 

• ,00-638 .Warsaw 
Poland 

Telephone: (48 2) 628 0185 
Facsimile: (482) 625 5099 
. Contact Stephen Harder 

7 Ulitsa Tverskaya 
103375 Moscow. 

. Russia 

Telephone: (7 095) 201 9292 

Facsimile; (7 095) 201 9284 
Contact John Erickson 

“66 Gresham Sheet - 
London EC8V7LB ■ 
..England-. 

Telephone; (44 71) 728.6361 
'Facsimile: (44 71) 726 4314 
V-. ContactPeter Finlay. 
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FINANCIAL TIMES SURVEY 




TE FINANCE 


SECTION IV 


The takeover activity of the 1980s 
which dominated the work .. .. 
merchant banks’ corporate finaited- 
departments has, given way to the 
three Rs; restructurings, rights ; , 
issues, and rescues. Robert Peston 
looks at the consequences v 


THE three Rs: rights issues, 
restructurings and rescues 
have dominated the work of 
merchant banks' corporate 
finance departments over die 
past year, especially in the UK. 

The furious takeover activity 
of the mid-1980s seems an age 
away. Just £7-2bn was spent by 
companies buying UK listed 
businesses in 1991, marginally 
down from 1990, and less than 
a third of what was-spent on 
UK corporate acquisitions-in 
1988. 

In other words, merchant 
banks could no longer rely for 
the bulk of their fees nnd prof¬ 
its on providing advice in take¬ 
overs, whether recommended ■ 
takeovers or hostile bids. . .. 

Indeed, the mega-bid was 
particularly elusive. The big¬ 
gest completed UK takeover of 
the past year was the £L4bn 
acquisition of Hawker Sidde- 
ley, the engineering and aero¬ 
space group, by the conglomer¬ 
ate, BTR, which was advised 
by the specialist corporate 
finance boutique Hambro 
Magan and by Barclays -de 
Zoete Wedd, the securities arm 
of Barclays. .. - • 

Only one other completed 
takeover, that of Ultramar by 
rival oil company Lasmo, was 
worth more than Elbn. 

Both are dwarfed by the rec¬ 
ommended £3.9bn offer by 
Hongkong Bank for Midland. 
TTiat takeover was redolent of 
the good years, in that Hong¬ 
kong Bank, advised by Schra¬ 


ders, for a while faced a stiff 
challenge to'buy Midland from 
Lloyds' Bank; . Lloyds had 
unusually, indicated it would 
putin a bid exceeding that at 
Hongkong otti;. if certain pre¬ 
conditions were met In the 
. event Lloyds!' advised by the 
merchant batik.Barings, feared 
, that it. would have to-'pay too 
much -to stand any chance of 
buying UuQahtt, whose mer¬ 
chant bank adviser is SG War¬ 
burg, so it-withdrew. 

In spite of the lack of take¬ 
over activity, texting merchant 
bankers say that many of their 
rHgnts are contemplating mak- 
fng acqukdtixms and that there 
could, therefore, be an increase 
in the number of bids in the 
wwnfng m mtfw The bankers’ 
eiqjlamthatfbllowingApril’s 
-general elation In the UK the 
confidence of some-companies, 
has returned.. 

Corporate confidence has- 
been in short supply; over the 
past' year, because many-com¬ 
panies have been caught in the 
vice atlarge borrowings, taken 
on in the 1980s,' and low eco¬ 
nomic growth/ 

Hence, there has been a 
sharp rise in attempts by.com-- 
panies to raise cash through 
rights issues. The London mer¬ 
chant bank, Robert Fleming, 
estimates that in 1991 £ULSbn 
was raised by UK ^companies 
through rights issues, which. 
was 25 per cent more than had 
been raised m any single year.. 

The average size of each 


issue was relatively large at 
;£58m, compared with £35m in 
tiie previous year. S mall com¬ 
panies found it relatively diffi- 
, cult -to make issues, because of 
• the widespread fear among 
investors that smaller busi¬ 
nesses were more likely to col¬ 
lapse in the inhospitable eco¬ 
nomic environment. 

Fleming estimates that 19 of 
, the 30 biggest rights issues 
were carried out by companies 
in order to “repair their bal¬ 
ance sheets” 

Jt classifies the biggest rights 
•issue of an, the £804m one by 
P&O. the property and ship- 
•; ping group, whose merchant 
..- bank adviser was Hambros, in . 
: thiscategory. 

-•. However, the next three larg- 
. est rights issues - by ; Tesco! - 
the supermarket group, Bass 
the brewer and J. Sainsbury 
the other supermarket chain — 
were carried out tor rather less 
pressing reasons. They took 
advantage of- a favourable 
money raising climate — the 
investment institutions were 
relatively flush with cash - to 
raise money for investment 

The institutions’ cash posi¬ 
tion is less favourable in the. 
current year... Nonetheless, 
some further bigrights issues 
. are predicted by merchant 
bankers. 

Of great concern to investors 
is the possibility: that, one of 
the biff during tenitu might 
launch a record breaking 
rights issue to restore their 
depleted capital resources. But 
.the banka have , resolutely 
Woniw) that they are planning 
any s uch tfring 

There is one area of tradi¬ 
tional corporate finance busi-' 

' ness which has undergone a 
revival: the flotation of compa¬ 
nies on the‘ stock market. 
Though there was a tiny num¬ 
ber of flotations in 1991 - only 
54, down from 167 in 1987 - in 
the current period a large num¬ 
ber of new listings involving 
some, very big .companies axe 
occurring. . 

- These include: 

. • The £465m flotation of 
Waste Management Interna¬ 
tional, the waste disposal 
groups which, took place in .. 
April The sale, was organised 
by the US investment banks, 
Merrill Lynch and Kidder Pea¬ 
body,; with Lazard Brothers, 
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the City of London merchant 
lwnk , and Cazenove, the City 
stockbroker. 

• The international public 
offering of 330m shares in Well¬ 
come, the' drug company, 
which are currently held by 
Wellcome Trust, the charitable 
institution. Robert Fleming Is 
coordinator of that 

• The flotation of 26m shares 
in the Daily Telegraph at a 
price ot 325p per share. This 
will raise £84.5m for Conrad 
Black’s Bollinger group and 
puts a market value of £435.5m 
on the group. 

• Two other big flotations. 


jtc 


MFL.the furniture retailer, and 
Del Monte Foods International, 
the processed food manufac¬ 
turer, have either begun or are 
due soon. 

The case of GPA, however, 
has emphasised that such 
issues are not risk-free. The 
sale of almost one-third of the 
Irish aircraft leasing group's 
shares, valuing the company at 
a total of $3.51)11, was aborted 
after it became clear that 
demand from institutional 
investors was well below 
expectations. 3i, the venture 
capital group has also been 
obliged recently to announce 


the postponement until next 
year of its planned flotation. 

As with Wellcome, there is 
an increasing trend for such 
share offerings to involve 
obtaining market listings in 
more than one country and for 
the marketing to be done glob¬ 
ally. 

The technique for pricing the 
shares has also become far 
more sophisticated. 

On the other hand, flotation 
of small companies remains 
few and far between. The 
explanation is similar to the 
reason why small companies 
have launched few rights 


issues. Many small businesses 
have not yet recovered suffi¬ 
ciently from the effects of the 
recession for their shares to 
represent a suitably safe 
investment. 

The recession also explains 
why so much corporate finance 
work has been in the form of 
corporate rescues and restruct¬ 
urings. 

At the end of March, the 
reconstruction of Brent Walk¬ 
er’s balance sheet and £l.65bn 
of debt was completed after 18 
months of tense negotiations 
with banks. This was the big¬ 
gest UK corporate restructur¬ 
ing. The merchant bank advis¬ 
ing was Hill SaxnueL 

Brent Walker’s banks and 
bondholders have all suffered 
big losses on their loans. How¬ 
ever, in the event they were 
persuaded that their losses 
would be significantly greater 
if Brent Walker had been put 
into liquidation, receivership 
or administration under UK 
insolvency law. 

UBS Phillips & Drew, the 
securities house, is in the pro¬ 
cess of trying to persuade 
bankers and bondholders owed 
more than £ibn by Heron, the 
property group, that they too 
would be disadvantaged if they 
plumped for an Insolvency fil¬ 
ing for Heron rather than a 
debt reconstruction. 

However, creditors are not 
always persuadable. Bankers 
recently opted to put Canary 
Wharf, the east London prop¬ 
erty development owned by 
Olympia & York Develop¬ 
ments, the Canadian private 
company, into administration. 
In the case of Mountleigh, the 
property group, bankers took 
the view that their interests 
were best served by pressing 
for receivership. 

Corporate financiers view 
this fourth "R”, for receiver¬ 
ship, as an flnnthpma . 

Once a company is in receiv¬ 
ership. all the fat fees go to the 
accountants and lawyers and 
none to the merchant bankers. 
These fees are indeed very 
tempting. 

Brent Walker, which was 
strapped for cash, nonetheless, 
paid more than £40m to its 
merchant bankers, accoun¬ 
tants and lawyers in its battle 
to survive. 

Nice work . . . 


Morgan Stanley 

Top of the 
integrated 
banking 
structure 


IF ever an advocate of the 

“integrated" Investment bank 
wanted to demonstrate the 
benefits of this structure, he 
would surely point to Wail 
Street in the 1990s. To back up 
his case, he could then cite a 
number of individual exam¬ 
ples, but Morgan Stanley 
would probably be top of his 
list. 

Between two decades - the 
1980s and 1990s - business 
Opportunities for the invest¬ 
ment ' banking community 
have undergone a sea change. 
In the 1980s. money was to be 
made in advising on acquisi¬ 
tions and hostile bids; running 
leveraged buy-out funds, 
which themselves often trig¬ 
gered, or at least participated 
in the takeover frenzy; and 
issuing debt-based securities, 
such as junk bonds, to line the 
acquirer’s pockets. 

In the 1990s, the active areas 
have been corporate restruct¬ 
urings (although with fees 
often subject to bankruptcy 
court approval, these are gen¬ 
erally less lucrative than bids); 
vulture investing in the securi¬ 
ties of distressed companies; 
and the issuance and under¬ 
writing of new securities, 
often equity-based, as compa¬ 
nies repair strained balance 
sheets. 

The implications of this 
tumround are fairly obvious. 
Boutiques which set up as bid 
or LBO specialists have either 
been obliged to sit out the 
recession with much reduced 
earnings, or rethink their 
strategy. In reality, many have 
responded by tacking on addi¬ 
tional lines of business - real 
estate services, some under¬ 
writing, restructuring exper¬ 
tise - in an attempt to combat 
Continued on Page 4 
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Asia: its dynamism is matched only by its 
diversity. 

One bank has bridged Asia’s varied markets 
with an unrivalled network of more than 600 offices. 
Offices with long experience of different countries, 
cultures, challenges and opportunities. 

HongkongBank. The principal member of the 
HSBC Group. 

Through the HSBC Group’s worldwide 
network of some 1,400 offices, we link Asia with 
the world. And the world with Asia. So wherever 
you are, our knowledge of this fast-growing region 
can work for you. 

The HSBC Group’s member companies offer a 
comprehensive range of financial services; trade 
finance, treasury, securities, merchant banking, 
private banking, insurance and Hexagon, our global 
electronic financial services system. 

Contact our London office at 99 Bishopsgate. 
London EC2P 2LA. Tel: (071) 638-2366; or your 
nearest HongkongBank office. Let us pul Asia in 
the palm of your hand. 


HongkongBank 

The HoaglEOi!]> and Shanghai Banking Corporation I imiicd 
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Fast decisions. Worldwide. 
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A FLOOD of equity Issues and 
debt refinancings is transform¬ 
ing corporate America's bal¬ 
ance sheet as the US gradually 
recovers from the financial 
excesses of the 1880 s. 

This painful adjustment pro¬ 
cess has meant a sharp drop in 
the frenetic takeover and lever¬ 
aged buy-out activity which 
characterised the 1980s, and 
large increase in corporate 
bankruptcies. 

In the 1980s leverage was 

fashionable and credit was 
easy, encouraging many US 
corporations to take on more 
debt than they could comfort¬ 
ably service when the economy 
turned down. 

The recession of 1991 there¬ 
fore forced many companies 
into the protection of the 
courts under Chapter 11 of the 
US bankruptcy code, which 
gives them a breathing space 
while they try to restructure 
their balance sheets and sub¬ 
stitute new equity for debt. 
Some 23,989 companies Sled for 
Chapter 11 in 1991, compared 
to 20,783 in 1990. It was the 
highest total since 1980. 

Although the economy is 
now staging a modest recov¬ 
ery, and the wave of bankrupt¬ 
cies seems past its peak, some 
substantial Chapter ll filings 
may still be to come. 

The recession helped burst a 
speculative property bubble, 
leaving many of the nation's 
largest banks nursing 


T he fever associated with 
Japanese mergers and 
acquisitions activity in 
the 1980s has been cooled by 
the collapse of Japanese real 
estate and stock prices. 

With the downturn of the 
domestic economy and sharp 
falls in earnings, Japanese 
companies have become more 
concerned over domestic core 
businesses and have started to 
concentrate efforts on internal 
restructuring. 

According to Daiwa Securi¬ 
ties, the total number of trans¬ 
actions fell by 34.3 per cent to 
516 in 1991, while total valne 
of deals fell 66.6 per cent to 
Yl.l86.5bn. At the same time 
different perceptions have also 
brought about changes 
regarded as improbable in the 
1980s. Foreign purchases of 
Japanese companies - con¬ 
sidered a dream at the height 
of Japan's boll market - are 
increasing sharply. 

“In the late 1980s, 75 per 
cent of the purchase cost of a 
Japanese company would be 
the real estate valne," says an 
Investment banker at Credit 


■ US; in the 1980s credit was easy — but things have changed 

Bout of painful adjustment 


extremely large portfolios of 
non-performing commercial 

real estate loans. That in turn 
has discouraged them from 
making fresh loan commit¬ 
ments, although the resulting 
so-called credit crunch appears 
to have been substantially 
ameliorated by increased lend¬ 
ing by foreign Institutions. 

Even relatively healthy com¬ 
panies with substantial debt 
burdens or operating results 
hit by the recession, have 
needed to issue equity to shore 
up their balance sheets or their 


equity issues reached a record 
$56bn, almost three times the 
level of 1990, and in the first 
three months of this year the 
total, including preferred stock 
was S29bn. 

Among the most prominent 
issues was General Motors’ 
recent S2.14bn issue, the larg¬ 
est stock offering ever in the 
US excluding a controversial 
$ 2 .Stra rights offering to inves¬ 
tors by media group Time 
Warner in 1991. 

General Motors, which 
reported S4.5bn in net losses in 


Takeovers are still being done, but they tend 
to be agreed rather than hostile; be within a sector 
and have a strong industrial logic 


ratings with the leading credit 
agencies. 

Happily for tbem, the tail 
end of the recession produced a 
bull market in shares as Wall 
Street anticipated the rising 
earnings which an economic 
recovery would bring. 

The result has been record 
stock market levels and an 
ideal climate for new equity 
issues. Last year total US 


1991 and had suffered an ero¬ 
sion of its credit rating, needed 
the new equity bath to sustain 
its heavy programme of invest¬ 
ment In new models and to bol¬ 
ster the credit rating. 

The Time Warner offer was 
unusual for the US, where 
rights issues are rare, and the 
company's first proposal ran 
into a wall of investor objec¬ 
tions. its sliding subscription 


price, which depended on 
shareholder demand, was 
judged to be coercive and had 
to be changed to a more con¬ 
ventional fixed price offering. 

The past year has also seen a 
rise in company notations on 
the stock markets. The amount 
of money raised in so-called 
Initial public offerings totalled 
$16.3bn in 1991, compared to 
just S4.6bn the year before and 
a record Sl8.3bn in 1986. 

Many of these issues have 
been of companies which were 
the subject of leveraged buy¬ 
outs in the 1980s now return¬ 
ing to the public market place 
and allowing buy-out Investors 
to cash in their stakes at 
extremely attractive price/ 
earnings multiples. 

The recession has meant a 
sharp drop in US interest rates. 
This has prompted all compa¬ 
nies to reshape their debt port¬ 
folios to lower their servicing 
costs. 

The US Securities Industry 
Association reckons that 35 per 
cent of all corporate debt 
issued in 1991 was due to com¬ 
panies calling in their out¬ 
standing fixed income obliga¬ 
tions, whether bonds or bank. 


loans, and issuing new debt 
with lower yields. 

The result has been record 
issuance of corporate bonds, 
which totalled S507bn last year, 
up 74 per cent on 1990. Much of 
that was in the form of asset 
backed securities, which allow 
banks and other deposit-taking 
institutions to remove liabili¬ 
ties from their balance sheets 
and more easily meet regula¬ 
tory capital requirements. The 
Hood has continued into this 
year, helped by the Federal 
Reserve's cut in Interest rates 
just before last Christmas. 

Asset-backed securities 
apart, most of the new issues 
have been of investment grade 
quality, although there has 
been a modest revival of inter¬ 
est in junk bonds - the high- 
yielding securities, issued by 
companies below investment 
grade, which provided the fuel 
for the 1980s takeover spree. 
Last year saw Sl3bn of junk 
bonds Issued, compared to 
®40bn at the 1986 peak, but in 
the first quarter of this year 
alone some $7bn was sold. 

The much diminis hed mar¬ 
ket for junk bonds has taken 
the heat out of the takeover 



Chi Wan StrMt ttw taH end oi recession produced m but! market hx shares 


business, since corporate raid¬ 
ers no longer have the finan¬ 
cial clout to launch hostile bids 
against vulnerable targets. 
Recession, furthermore, has 
forced companies to concen¬ 
trate more closely on the effi¬ 
cient r unning of their existing 
businesses, rather than indulge 
in empire building. 

Takeovers are still being 
done, but they tend to be 


Suisse First Boston. With 
share prices around 60 per 
cent below their bull market 
peaks and laud prices halved 
Japanese assets have become a 
realistic opportunity for over¬ 
seas investors. 

Foreign purchases of Japa¬ 
nese companies last year fell 
to a total of 13 deals, but grew 
by 2.7 times in value to Y58bn. 
In the first three months of 
this year, seven deals have 
been completed, with the valne 
totaling Y10.9bn, up by 3.8 
times from the previous year. 

"The demand from foreign¬ 
ers is increasing, but the num¬ 
ber of Japanese companies 
available is currently very 
low," says Mr Yoshiharu Ohi, 
head of global marketing at 
Daiwa Securities. But he adds 
that a further fall in share 
prices and restructuring 
within industries conld 
increase opportunities. 

Foreign companies with 
international businesses which 
have comparative advantages 
over Japanese counterparts 
have expressed interest in buy¬ 
ing into Japan. 'The trends 


M JAPAN: M&A activity has been cooled by the downturn 

A pause for restructuring 


are apparent in sectors where 
there are no global Japanese 
companies," says Mr W illiam 
Nichol at Barclays B ank. 

Pharmaceuticals and chemi¬ 
cals are areas where the west¬ 
ern companies are showing 
interest Japanese drugs and 
chemical companies lag 
behind their western counter¬ 
parts and the expanding Japa¬ 
nese market provides incen¬ 
tive for foreign companies. 

Last year Monsanto of the 
US acquired 12 per cent stake 
In HoKuriku Pharmaceuticals 
for YLLSbn, while Ciba Geigy 
took 20 per cent stake in a 
small agri-chemical maker. 

Foreign companies are buy¬ 
ing into Japanese distributors 
to overcome structural diffi¬ 
culties. Hasbro, the US toy 
maker, recently acquired 
Nomura Toy, a privately run 


toy design and marketing com¬ 
pany. Pfizer, the US pharma¬ 
ceutical and chemical group, 
also said it would boy Koshin 
Medical, a privately owned 
distributor of medical equip¬ 
ment. 

Mergers and acquisitions 
have slowly become accepted 
among the Japanese as an 
option for better business. Mr 
Keiichi Kaw akami , deputy 
general manager of Bank of 
Tokyo’s corporate advisory 
division, says Japanese compa¬ 
nies are no longer “allergic” to 
them. 

As for mergers and acquisi¬ 
tions of foreign companies by 
Japanese corporations, activ¬ 
ity has been subdued. Last 
year, the number of transac¬ 
tions fell by 44.3 per cent to 
258, while tiie total value fen 
78.6 per cent to Y683.4bn. The 


absence of big deals, such as 
Sony and Matsushita’s acquisi¬ 
tion of US film studios and 
Fujitsu's takeover of Interna¬ 
tional Computers Limited, has 
.deflated the total value of 
transactions. “Japanese com¬ 
panies are coming to terms 
with investments made in the 
1980s," says Mr Kawakami at 
BOT. They are restructuring 
foreign acquisitions and some 
are ready to sell non-core busi¬ 
nesses. 

The takeover of Firestone, 
the US tyre maker by Bridge¬ 
stone, the leading Japanese 
tyre company, is an example 
of the many poor purchases 
made by Japanese corpora¬ 
tions. They are also reviewing 
overseas acquisitions, espe¬ 
cially real estate-related 
investments. Zn addition, the 
sharp rise in the cost of capital 


has discouraged a return to 
the international market. 

Nevertheless, Mr Ohi .of 
Daiwa says that many compa¬ 
nies still indicate Interest in 
deals which would satisfy stra¬ 
tegic needs in their cure busi¬ 
nesses and “negotiations are 
quite active”. 

While Japanese companies 
are still keen to invest In 
south-east Asia because of the 
region’s high growth potential 
and low labour costs, interest 
in eastern European-and Rus¬ 
sia has been low as a result of 
unfamiliarity and the Mghw 
risks involved. • 

Mr Ohi points out that Treu- 
bandanstalt, the German 
agency for privatising forma: 
East Germany’s state enter¬ 
prises, has didted little inter¬ 
est from Japanese companies. 
“The Japanese fear the former 


agreed rather than hostile; be 
within a sector and have a 
strong industrial logic, rather 
than being propelled by finan¬ 
cial considerations; tend to 
involve more equity, relative to 
debt than in the 1988s; and 
involve mainly US companies, 
rather than foreign bidders. 

Much of the activity is con¬ 
centrated in three sectors 
undergoing restructure 


eastern German, companies 
conld hagir functions of a 
capitalised company," he adds. 

Among Japanese campanles, 
however, the fall in asset 
prices arid the sluggish econ¬ 
omy have heightened interest 
in mergers and acquisitions. 
Although the total number of 
deals fell by 19.7 per cent to 
245 in 1991, their value rose 
by 3L5 per cent, to Y445,lbn. 

. The teas on was the increase 
in rescue-type deals involving 
-Companies feeing severe finan¬ 
cial problems as a result of 
extensive Investment In the 
stock and real estate markets. 
Traditionally, companies in 
trouble have been salvaged by 
their main banks. But the lat¬ 
ter have not been able to cope 
with, the number of companies 
struggling with mounting 
debts, since the banks are 
themselves also grappling 
with a rise In nan-performing 
loans. 

Xshlhara Construction, a 
fisted company, was burdened 
with, expanded debts arising 
from loan guarantees extended 


mg - defence, which is 
responding to the cuts in Pen¬ 
tagon spending; telecommuni¬ 
cations, which is consolidating; 
and banking, which is involved 
in a lengthy merger process 
which will cut the number of 
Institutions in this overcrow¬ 
ded and inefficient sector. 

Martin Dickson, 

New York 


to Kyowa, the steel-processing : 
company, which failed with 
outstanding debts of YlSDbn. 

It was bought by Misawa, a 
subsidiary of Misawa Homes, 
the housing company. 

Aside from corporate res¬ 
cues, Sanwa Bank says that 
the number of companies 
■wanting to buy quality compa¬ 
nies at cheaper prices to 
strengthen core businesses 
have increased. Meanwhile, 
the traditional practice of Jap¬ 
anese companies avoiding the 
use of financial advisers for 
transactions is gradually 
changing as the growing com¬ 
plexity of deals and need for 
corporate information has pro¬ 
voked a shift in attitudes. 

‘The role of financial advis¬ 
ers will become more impor¬ 
tant since Japanese companies 
are growing to understand the 1 1 
importance of information.” - 
says Mr Ohi. He adds that the 
number of advisers will 
increase, as will their roles. 

Emiko Terazono, 
Tokyo 
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PROFILE: Brent Walker 


PROFILE: GPA 


THE story -of Brent Walker's 
Scandal rescue Is a frighten¬ 
ing moral tale. At the end of 
March the leisure and property 
group , finally completed a 
; £1.65bn refinancing package 
with Its. multitude of banks, 
the largest such deal ever seen 
. In the UK market 

The refinancing involved a 
£250m debt-for-equity swap, 

. giving Brent Walker’s haste 
over 5Q per cent of its shares. 
and an agreement by the Banks: 
to roll; up or take In preference 
shares much of their Interest 
payments. The aim is that-by 
the. end of 1^7 there should be 
sufficient value in Brent Walk¬ 
er's businesses to put its bal¬ 
ance sheet back on to a more 
normal footing."• 

There are many lessons to he 
learnt from the case and other 
companies entering the refi¬ 
nancing process would do well 
to follow them. 

The first lesson, though, is 
too late for many of them. 
Brent Walker and its banks 
should never have got into the 
mess that they did. It is hard to 
apportion blame between a 
company which over-expanded 
in what now seems a foolhardy 
way and the banks that were 
only too willing to finance the 
headlong rush. 

Under Mr George Walker, its 
former chairman and chief 
executive, Brent Walker had 
wheeled and dealed its way to 
a £1.3bn debt mountain bor¬ 
rowed from a total of 60 differ¬ 
ent banks. There were a multi¬ 
plicity of lenders .for 
acquisitions such as the £685m 
purchase in late 1989 of Wil¬ 
liam Hill, the betting office, 
chain. 

In many ways this reflected 
the break-down of old-fash¬ 
ioned relationship b ankin g in 
the i9S0s as the competition 
between banks to lend became 
frenetic. It meant that banks 
were lending millions of 
pounds without seeing the 
total picture - not knowing. 
what Brent Walker had bor¬ 
rowed from other banks. 


■ PROFILE: Nestte-Perrier 


Saga inflicted 
deep wounds 


STUDENTS of cross-border 
takeover activity in continen¬ 
tal Europe fall broadly into 
two camps. One holds that 
national barriers are inexora¬ 
bly crumbling in the face of 
global competition, technology 
and mobile capital The other 
argues that the barriers are 
not really telling at all, but 
simply changing shape. 

Both schools can claim vin¬ 
dication in the recent struggle 
for control of Perrier, France's 
largest mineral water com¬ 
pany, in which Nestle, the 
Swiss food group, triumphed 
over the Agnellis, Italy's most 
powerful industrial dynasty. 

The affair is one of the most 
complex and controversial bat¬ 
tles in European takeover his¬ 
tory. As well as splitting the 
French business establish¬ 
ment, It inflicted scars on Ital¬ 
ian pride which were only 
partly salved by the A gnell is' 
success in ultimately extract¬ 
ing a handsome capital gain. 

The saga began last year, 
when the Agnellis persuaded 
the Franco-Creek Mentzelo¬ 
pe ulos family to sell them 34 
per cent of Exor, a holding 
company which owned 35 per 
cent of Perrier. With French 
allies, notably the Saint Louis 
paper and sugar group and the 
Worms family holding com¬ 
pany, the Agnellis gained con¬ 
trol of almost half Perrier’s 
shares and voting rights. 

Then things began to go 
wrong. Their first mistake was 
-to launch a bid for just two 
thirds of Exor in November. 
Though partial bids were then 
legal in France, the offer out¬ 
raged some of Exoris minority 
shareholders, including Com- 
pagnie de Suez, the large 
Industrial group, which com¬ 
plained it was being short 
changed. „ . , 

The Agnellis hastily raised 
their bid. But it was too late to 
pacify . Suez, which turned to 
Nestfo to act as a white 
knight. The Swiss company 
algo received backing from 
other infl uential French inter¬ 
ests, notably BSN, the coun¬ 
try's largest food company ana 
other main mineral water pro¬ 
ducer, and Lazard Freres, the 
Investment bank which domi¬ 
nates France's mergers ana 
acquisitions market. 

TO have stirred up such pow¬ 
erful opposition was a remark; 
able feat, given the Aguelks 
close personal and 
links with both Mr Antoine 
Riboud, BSfTs chairman, ana 

Mr Michel David-Weffl. chair¬ 
man of Lazard. Indeed- 
had previously used ibilnflu 
ence to help the Agnelli 
acquire French assets which 
have made them the country s 

largest foreign investor. 

Not only did the Agnellis 


consult neither BSN nor Laz¬ 
ard In . their . stealthy 
approaches to Perrier. They 
actively antagonised'them by 
hinting unwisely that their 
next target was BSN, in which 
Lazard had helped them 
acquire a minority stake. 

Their biggest blonder was 
perpetrated by an ally; Mr Jac¬ 
ques Vincent, ch airman of 
both Exor and Perrier. In an 
effort to strengthen the Agnel¬ 
lis' hand. Mr Vincent flHdtly 
transferred to Saint Louis a 
13.8 per emit stake in Perrier 
which was frozen in the min¬ 
eral water company’s treasury. 
Challenged by Nestle and 
Suez, the deal was annulled by 
a French court, depriving the 
Agnellis of almost a third of 
their Perrier votes and paving 
the way far their defeat 

It is tempting to see the 
story as a threatened French 
business establishment, gang¬ 
ing up against a hostile 
intruder. But though true in 
part, that is too simplistic. 
After all the Agnellis, with 
their influential local connec¬ 
tions, started oat more’ as 
insiders than Nestle, which Is 
not even headquartered hi the 
EC and whose bid for Perrier 
was hostile. 

hi reality, a combination of 
arrogance and miscalculation 
led the Agnellis to misplay 
their hand. They both mistook 
their inrider status in France 
for a licence to trample on 
tribal loyalties, while underes¬ 
timating the degree to which 
traditional French capitalism 
had moved closer to the 
Anglo-Saxon model 

The real winner was the 
country's fledgling system of 
stock market regulation, 
intended to provide greater 
transparency and equity, 
which was aggressively 
Invoked by Nestld and its 
allies and ultimately was deri¬ 
sive in the Agnellis’ undoing; 

The ironies of the situation 
are m«dfrdd . For the tactics 
the Agnellis employed to win 
control of Perrier were barely 
distinguishable from the 

stealthy, behind-the-scenes 

manoeuvring which has tradi¬ 
tionally characterised the 
exercise of power by France’s 
business establishment 

ft is paradoxical that promi¬ 
nent members of that estab¬ 
lishment should have seized 
on roles designed to end such 
practices to defeat the Agnel¬ 
lis. But the fact that they did 
so has probably done-more to 
entrench the rules, and their 
underlying objectives of open¬ 
ness and fairness, than could 
have been achieved by any 
number of EC directives or 
government legislation. 

Guy de Jonquferes 


moral tale Good lesson in going public 


Nor dM.theyjnake, sufficient' 
effort to find out .about thneco- 
aonrics of the businesses they 
were lending on. Bankers were 
taken, on a grand tour of the 
group’s property devrioranents, 
numbers were 

ft t y l thy. App arently ; made -tit¬ 
tle attempt to-work out the 
projectioris - Tor example, on 
likely sales, of Apartments at 
the holiday: complexes. 

.Mr Richard Heley, head of 
corporatefinance at HSl Sam¬ 
uel the merchant bank which 
advised Brent Walter through 
the refinancing, suggests, that 
banks should ‘always take secu¬ 
rity for such loans. The secu¬ 
rity itself may not prove' much 
comfort when property values 
tell, but. obtaining It 'would 
force the-banks tb check titles 
to propertiesand. planning con¬ 
sents, get independent valua¬ 
tions done and so on. - 

The second lesson is to avoid 
relying on uncommitted loans. 
When it came to the crunch, 
Brent Walker suddenly found 
that money which it thought 
was available was hot That 
threw the group on the mercy 
of the money markets where it 
scooped up loans, bringing a 
numb er of banks fato its circle 
of lenders late in the day. 

Another piece of advice 
comes from Mr Nick Lyle, the 
partner of accountants Touche 
Ross, who headed the team 
which prepared a report on 
Brent -Walker’s business for 
the banks..He saya that many 
businesses foil because, when 
trouble strikes, they do not go 
to their banks early enough. 

Brent Walker’s problems had 
been mounting throughout 
1990, but it attempted to paper 
over the cracks, by announcing 
a noom convertible bond issue 
in September of that year and 
in the same month publishing 
interim results which are now 
the subject of a serious fraud 
office enquiry. 

It was not until H3L Samuel, 
which was only appointed In 
September 1990, started work¬ 
ing on the document for the 


hond issue that it became 
apparent how severe the 
group’s problems were. 

Then it was a matter of get¬ 
ting a standstill agreement 
with its banks as quickly as 
possible. A standstill is the 
first step in a refinancing and 
essentially stops everything 
while a more detailed plan can 
be drawn up. 

The standstill was tied up in 
-a matter of weeks: But a cou¬ 
ple of serious mistakes were 
made in foriuulating it. Elrst, 
although it called for a 
strengthening of toe board, toe 
agreement did not demand that 
Mr Walker leave the group, 
The consensus now is that an 
entrepreneur who has built up 
a business is more likely to 
hinder than help a rescue. 

A second * error was to 
grossly underestimate toe time 
required to.-do the more 
detailed refinancing. The 
standstill was signed in 
November 1990 and stipulated 
a final solution to be agreed 
wi thin three months. In the 
event it was to take 16 months. 
In the meantime, interest out¬ 
standing accumulated adding 
to the debt and the group 
needed fresh financing to con¬ 
tinue ca pital spen ding . 

The main diffic ulty in the 
Brent Walker refinancing was 
getting agreement between a 


disparate group of bankers 
with different Interests and 
exposures. None were willing 
to give anything up for a gen¬ 
eral settlement. 

Mr Heley acknowledges that 
It would be easy to be 
depressed by the experience. 
He says the basic principles of 
the refinancing were thrashed 
out in four-to-six weeks, but 
the banks’ minor tinkering 
with the outline agreement 
took as many months. 

The only reason the refinanc¬ 
ing could succeed was that 
underneath all the debt Brent 
Walker had two businesses 
which were capable of holding 
out hopes of the group trading 
Its way out of its financial diffi¬ 
culties. The pub business in 
particular was vitaL While the 
discussions with the banks 
continued the group was work¬ 
ing to build a chain of pubs 
leased from toe large brewers, 
which would form a cash gen¬ 
erating subsidiary. 

The whole exercise has cost 
toe group £ 53 .8m in fees - 
nearly three times its residual 
market capitalisation. It has 
also left a company with a pro¬ 
forma, post-restructuring, bal¬ 
ance sheet carrying debt of 
£1.5bn and negative net worth 
of £177.1m. 

Maggie Uiry 


SINCE the GPA Group aborted its $800m 
flotation its complex share structure has 
being cited by investment bankers as an 
example of what not to do when going 
public. 

GPA’s planned flotation was billed as a 
unique offering; a simultaneous listing in 
New York, London and Dublin by tender 
offer to give the issue maximum flexibil¬ 
ity. There was to be a placement of shares 
in Japan. 

In order to increase competition between 
Institutional shareholders around the 
world the issue was not anchored in any 
single market The structure was seen to 
have an inbuilt guarantee against the pos¬ 
sibility of slack demand in any one of toe 
four markets. 

If institutional shareholders in any one 
market appeared to be ambivalent about 
the issue - as they turned out to be - the 
lead manager In any given market could 
cite strong demand elsewhere in an effort 
to dram up support for toe issue. 

There was a normal book-building exer¬ 
cise. Nomura International as global coor¬ 
dinator, Merrill Lynch, Goldman Sachs 
and Salomon Brothers in the US and 
Schraders and BZW In the UK, gathered 
indications of the number of shares insti¬ 
tutions wanted. The book building exer¬ 
cise took place within a price range of 
following a I-for-l scrip issue, but 
the actual price would not be fixed until 
the investment bankers had clear figures 
of demand in each country. 

According to GPA demand was so strong 
that 10 days before toe new shares were 
due to start trading it increased the total 
amount on offer by 5m to 85m. The air¬ 


craft leasing company said this was 
because of a surge in interest from retail 
investors. But in the early hours of toe 
day toe new shares were due to start trad¬ 
ing the group was forced to pull the issue. 

GPA had hoped to sell 80m shares world¬ 
wide. with 30m in toe UK and Ireland. 20m 
in the US. 15m internationally and 15m in 
Japan. Instead, there was only demand for 
about 50m shares, with 22.93m coming 
from retail investors in Japan. 

Dr Tony Ryan, chairman, asked his 
advisers to look at new options for salvag¬ 
ing toe offer. But their recommendation 
was the same: the offer had to be pulled. 
So what went wrong? 

There were considerable uncertainties 
surrounding an aircraft leasing company 
trying to raise money in a market uncon¬ 
vinced that the recession in the airline 
industry had bottomed out. 

Putting these on one side, the offer 
structure was a significant contributory 
factor to the collapse of the flotation. 
There were fundamental weaknesses with 
the offer structure. 

• The sale was not anchored in any one 
single market So instead of London or 
New York institutions driving it. they 
stood back until they were certain that 
there was demand In other markets. 

When it became clear that demand was 
weak in toe US the offer lacked a home 
market to soak up the unwanted shares. 
The Wellcome share offer, for example, is 
firmly anchored in the UK. 

• When demand from the US market col¬ 
lapsed it adversely affected sentiment in 
the rest of the world. So ter from increas¬ 
ing competitive pressure the offer became 


doomed once It became clear that there 
was no demand for the shares in the US. 
British Institutional shareholders, which 
had expressed an interest in buying the 
shares, fell away once they heard that US 
institutions were not interested. 

Mr Tim Pettee, vice president of Alliance 
Capital which manages about $SQbn of 
pension and mutual fond assets, said: "It 
later became obvious that advisers in one 
country, where the demand was weak, 
were talking up demand in another coun¬ 
try where demand was equally weak. In 
reality there was very little demand any¬ 
where." 

• Although the tender offer was chosen 
to increase flexibility, the price range and 
the maximum number of shares to be sold 
could not be changed once announced. 

Some commentators believe that had the 
shares been sold by way of a US style 
placing in the UK, like the offering of 
Waste Management international's shares, 
it would have been easier for the advisers 
to have either reduced toe price or the 
number of shares on offer since a placing 
is not subject to the some constraints as a 
tender offer. 

GPA is still commited to coming to the 
market. With £l2bn worth of firm orders 
for aircraft from manufacturers over the 
rest of the decade, the company needs new 
equity. With net assets of less than $ 2 bn 
and borrowings of more than twice that 
level GPA cannot go on increasing its debt 
without finding new shareholders. 
Nomura is looking at several options for 
doing that. 

Roland Rudd 
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WHILE the accountancy firms 
are proud to trumpet their 
growing involvement in corpo¬ 
rate finance, they keep deathly 
quiet about one of its most 
profitable aspects daring the 
recession: financial restructur¬ 
ing. 

Management buy-outs take 
place in a spotlight of publicity 
cultivated by the parties 
involved Mergers and acquisi¬ 
tions are often celebrated with 
elaborate tombstones, and the 
case made in widely-circulated 
glossy brochures. 

Only rarely do financial 
restructurings hit the head¬ 
lines. News that a company is 
in discussions with its bankers 
about rescheduling debt or 
reorganising Its operations is 
likely to destroy confidence, 
hit the share price and often 
precipitate its collapse. 

-It’s desperately important 
to keep it quiet or else the com¬ 
pany will suffer." says Mr 
Richard Reid, a partner in 
KPMG Peat Marwick’s corpo¬ 
rate turn round department. 
“You can’t shout about suc¬ 
cessful restructurings from the 
rooftops.” 

Some companies - such as 


Maxwell Communications Cor¬ 
poration and Olympia & York 
- began with work for corpo¬ 
rate restructuring divisions, 
and ended up in insolvency 
proceedings. 

However, these examples 
create a distorted impression. 
Peat’s corporate turnround 
department, for example esti¬ 
mates that SO per cent of the 
restructurings to which it has 
been appointed have survived 
as going businesses. 

Heron Corporation - on 
which both Price Waterhouse 
and Peats worked - is one 
example of a company which 


K will be many months 
yet before current 
restructuring work starts 
to decline 


has so far managed to cling on. 
Indeed, the company needed to 
communicate with its bond¬ 
holders. and even cultivated 
press coverage to help put its 
case clearly and sympatheti¬ 
cally. 

Mr Richard Stone, head of 
corporate finance at Coopers & 


■ FINANCIAL RESTRUCTURING 

Profits in the recession 


Lybrapd. lists Berisford, LEP 
and Vestey Group alongside 
MCC as companies which at 
least passed through his 
department. Other recent high- 
profile examples among the 
leading firms have included 
Brent Walker and News Corpo¬ 
ration. 

Insolvency fee income has 
helped keep the total income 
buoyant in accountancy firms, 
which have seen demand for 
consulting and other profes¬ 
sional services slump in recent 
months. Restructurings have 
done the same in microcosm 
for some of their corporate 
finance departments, acting as 
a counter-cyclical source of bil¬ 
lings during the dearth of 
merger and acquisition activ¬ 
ity. 

Nonetheless, the restructur¬ 
ing divisions are keen to sepa¬ 
rate themselves from any taint 
of insolvency. Coopers, for 


example, moved its function 
into an entirely separate unit 
five years ago, linked to its cor¬ 
porate finance department. 

Mr Stone says the merchant 
banks initially became 
involved in restructuring work 
themselves, but soon lost inter¬ 
est. "They thought they had 
come across a bonanza, but 
realised tbe work was much 
more long-winded than deal¬ 
making, and less rewarding 
than they first thought,” he 
says. 

Restructuring is still a rela¬ 
tively new industry. In spite of 
growing b illin gs, Peat’s divi¬ 
sion. for example still only 
numbers five partners. That 
compares with just one about a 
year ago. 

In the previous recessions in 
the 1970s and early 1980s, it 
was far less developed. That 
has changed because of the 
growing sophistication of lend- 


era, financial instruments and 
corporations. “life was rather 
simple- back then," says Mr 
Richard Mead, head of corpo¬ 
rate finance at Ernst & Young. 

Changes include the emer¬ 
gence of large syndicates of 
banks, a plethora of new types 
of loans, and the increasingly 
international and diverse 
operations of companies. 

Mr Richard Stone believes 
the proportion of companies 
surviving is probably margin¬ 
ally better than in the previous 
recession, fuelled in part by a 
concern about the value of 
their assets if they do call in 
the receivers. 

"Tbe approach of tbe banks 
has been that bit more con¬ 
structive.*’ he says. “You only 
ever read about the ones where 
banks appear to be diffi cult. 
On many occasions they are 
very supportive." 

He argues that management 


teams are still too reluctant to 
bring in outside advice earlier 
enough. "They don’t want to 
go to the banks and tell them 
about their problems," he says. 
“They leave it too late." 

One of the reasons has been 
that during the intense compe¬ 
tition of the last few years, tra¬ 
ditional banking relationships 
with clients broke down. As Mr 
Jerry Acher, of KPMG Peat 
Marwick, puts its: “In the 1960s 
many company treasurers 
searched for the lowest one-six¬ 
teenth of I per cent interest to 
get borrowings down to a mini¬ 
mum. That upset-many, dose 
relationships." 

The typical restructuring, 
according to Mr Reid, begins 
with a referral from a bank. A 
company may have a 
short-term problem paying Us 
debts, or be anticipating diffi¬ 
culties in the medium-term. 

The accountants set about 


understanding the business, 
and particularly the- dements 
contributing to cash flows. 
They consider how to deal with 
any short-term debt problems, 
and then analyse the opera¬ 
tional aspects of the business. 
Finally, they will present a 
plan, which might include cost- 

cutting and reorganisation 
options for the company, and 
debt-equity swaps and resched¬ 
uling for its bankers. 

He says that a continuing 
problem is inadequate manage¬ 
ment information systems, or 
systems created during periods 
of growth and not adjusted to 


‘It's desperately 
. Important to keep it 
quiet or else foe 
- company will suffer 1 

be attuned to the downturn- 
insufficient sensitivity to cash 
flow problems catches many 
managers unaware. And many 
directors have no - experience of 
senior managerial jobs during 
a previous recession. 

The accountants working on 
restructuring projects are sen¬ 


sitive to the charge that they 
are having to make good the 
wrongs of the corporate 
finance excesses during the 
1980s. "No-one coaid have 
anticipated a recession of thi3 
length and severity ” says Mr 
Acher. 

Since 1 «an agreements were 
drawn up, the prolonged reces¬ 
sion has hit many companies' 
ability to pay. 

That might reflect rises m 
interest rates, falls in share 
prices against which loans may 
be secured, or a disposal of 
core businesses to help keep 

the company afloat and sustain 
cash flows. 

It might come as a result of 
financial agreements which 
were staggered, so that new, 
harsher repayment require¬ 
ments are only just being trig¬ 
gered months or years after 
the original agreement was 
prepared at a time of economic 
growth. 

On one thing the.accoun¬ 
tants are all agreed. It will be 
many months yet before their 
restructuring work goes on the 
wane. 

Andrew Jack 


THE ACCOUNTANTS’ VIEW 


A lot of talk but not much action 


ACCOUNTANTS venturing 
into corporate finance work in 
the UK have been hit by the 
recession like their banking 
competitors. But It would be 
difficult to work that out by 
talking to them. 

“The UK market is very, 
very depressed,” says Mr 
Howard Hyman, head of corpo¬ 
rate finance at Price Water- 
house. “Bat we have been 
highly successful.” 

Mr Richard Stone, from Coo¬ 
pers & Lybrand, agrees: 
“There’s a lot of talking but 
not much action in mergers 
and acquisitions,” he says. 
“But we are at about the same 
level as last year.” 

Mr Richard Mead, of Ernst & 
Young, says: “It’s going to be a 
dull summer. Anyone who 
says the market is OK is not 
telling the troth . .. bat the 
gloom and doom can be some¬ 
what overplayed.” 

The apparent contradictions 
in the statements of these men 
- and most of their competi¬ 
tors - is partly explained by 
the niche strengths of their 
firms, of which they make 


great play. For Price Water- 
house, for example, that 
means a strong European net¬ 
work which helps offset the 
downturn of business in the 
UK. 

“No doubt ail our competi¬ 
tors talk about having a genu¬ 
inely integrated European net¬ 
work, but we are the only 

'We are fishing in the 
same pond . . . but we 
are trying to make the 
pond bigger’ 

people who really do have 
one,” says Mr Hyman. “We are 
very federal. That has fantas¬ 
tic advantages, by allowing ns 
to run as one company with 
access to an enormous number 
of contacts." 

Mr Jerry Acher, head of cor¬ 
porate finance at KPMG Peat 
Marwick, says business has 
been "surprisingly resilient". 
He says the firm made £50 
in the year to last September, 
and is projecting £55m-E60m 
this year. That was generated 


by more than 300 professional 
staff around the country. 

Peat's sources of revenue in 
recent months have included 
work on overseas privatisa¬ 
tions such the national elec¬ 
tricity grid in Argentina, and 
a series of projects In eastern 
Europe. Even in the UK, Mr 
Acher says the firm has con¬ 
tinued to strengthen. That has 
partly been through the provi¬ 
sion of advice on new issues 
and management buy-outs, but 
also because of “forensic” 
accounting, financial restruct¬ 
uring of businesses in diffi¬ 
culty, and bid defence work 
for a number of well-known 
target companies in recent 
hostile takeover battles. 

For most of the firms, the 
lower rad of the market has 
provided most of their work. 
Mr Stone says the average deal 
for Coopers last year was 
about £l6m. “We don’t see the 
£560m disposal as in our 
realm.” be says. 

The size of deals done by the 
firms has shrunk in the last 
few months. Hr Richard Head 
of Ernst & Young, which gen¬ 


erated about £7m in the year 
to April, says the average 
transaction has reduced to 
£4m-£5m, from about £10m 
two years ago. 

He says the firm has been 
increasing the number of dedi¬ 
cated corporate finance offices 
in regions around the UK to 
help lift new business. It has 
switched to different services 
more suitable to the recession, 
InrlmUng financial restructur¬ 
ing. 

Assessing how the firms are 
doing is not easy. If they have 
brought nothing else to the 
corporate finance indnstry, 
they have certainly come well- 
armed with the skills of cre¬ 
ative accountancy. 

Mr Hyman refuses to pro¬ 
vide details of the income gen¬ 
erated from PW’s corporate 
finance arm. He argues that ft 
is not comparable with the 
rival firms, which Include 
activities other than “straight 
corporate finance” work such 
as the due diligence conducted 
on acquisitions to verify stated 
financial information. 

Certainly dne diligence in 
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Generate Hank provided financial advice, engineered and organised tbe first ten 
commercial paper programmes in Belgian francs. The Bank handles also the placing of 
the notes Issued and the organisation of the secondary mar ker. 


Generate Bank 

CORPORATE & INVESTMENT BANKING 


Coopers tiffed its “pure” corpo¬ 
rate ffnannp income from £35m 
to nearly £80m last year, 
according to Richard Stone. 
Bat Mr Acher defends the 
Inclusion of these activities in 
KPMG’s corporate finance 
division. “They all have a very 
similar skill base,” he says. 
“It’s very important to have a 
common approach to market¬ 
ing, development and qualify 
control.” 

In spite of tbe difficulties of 
obtaining objective data, it 
does seem that the accoun¬ 
tants have made powerful in¬ 
roads into the corporate 
finance market, with substan¬ 
tial and growing billings. That 
has not helped endear them to 
other parts of the corporate 


finance world. 

They have struck a- raw 
nerve, which has become par¬ 
ticularly raw daring the reces¬ 
sion. Disgruntled bankers and 
other observers of the Industry 
criticise the encroachment 
They moan privately that 
accountants are not well- 
trained to be deal-makers - it 
is qnite a transition from the 
cautions analytical examiner 
of books to the bravado of the 
tisk-taking wheeler-dealer. 

They suggest that the 
flwnnntanfn do not have the 
contacts at sufficiently high 
levels within a large enough 
number of organisations to 
provide the best service. They 
question whether all too often 
deals claimed by the accoun¬ 
tants are simply contracts on 
which they have “piggy¬ 
backed” on to bankers by pro¬ 
viding some modest technical 
advice, rather than as lead 
advisers. 

These are criticisms that the 
accountancy firms have heard 


all too often. “The original 
entrance of the accountants 
into corporate finance a lew 
years ago was over-hyped, bat 
misdirected," says Mr Mead. 
“But the firms-are now well 
established. It is just not true 
today.” 

Mr Stone agrees: “There is 
an element of tension, but I 
don’t think it is as great as it 
was. The bigger merchant 
banks see there is plenty of 

‘The UK market is very, 
very depressed . . . 

. but we tiave been 
highly successful 1 

room for ns an. The smaller 
end sees the firms as a threat” 
Mr Hyman says the accoun¬ 
tants have a very large client 
base to leverage, provide inde¬ 
pendent advice, and do provide 
the required. 

. “Where do most. banks 
recruit financiers from? The 


accountancy firms.” he says. 

Indeed, Mr Acher says: “I 
hope we continue to lose peo¬ 
ple to the merchant bankers. It 
is absolutely vital that we con¬ 
tinue these relationships.” But 
he defends the basic training 
his firm offers: “The chartered 
accountancy qualification is 
an important base. It tea c h e s 
you care, and a detailed 
approach.” 

He is dismissive of the sug¬ 
gestion. that the accountants 
are depriving the bankers of 
business. Accountants do not 
have access to external capi¬ 
tal, and are unlikely to move 
into very large deals. Smaller 
businesses, which might previ¬ 
ously have tried to conduct 
deals without so much exter¬ 
nal professional advice, are 
more of a target “We are fish¬ 
ing in the same pond to some 
extent, but we are trying to 
make the pond bigger for 
everyone,” he says. 

AJ 


A venerable British bank has a 40% stake in Dillon Read 

Barings’ transatlantic leap 


THE US remains the world’s 
biggest market for corporate 
finance. Yet it remains virtu¬ 
ally closed to foreign banks, 
which have never prospered in 
the fiercely competitive atmo¬ 
sphere of Wall Street 

Barings, one of the longest- 
established merchant banks in 
the UK, finally decided this 
year that it could not remain 
on the outside any longer. 

Its decision to buy 40 per 
cent of Dillon Read - a Wall 
Street firm whose size and 
blue-blooded culture makes It 
roughly comparable to the 
British bank - marks (me of 
the most ambitious attempts 
yet to build a transatlantic cor¬ 
porate finance business. 

Barings has spent tbe past 
two decades developing an 
international presence from 
scratch. In the tbe early 1970s 
it opened offices in Aria and in 
the 1980s set up in the leading 
European markets. In. these 
less-developed corporate 
finance markets, it managed to 
gain a foothold. But tile 12- 
strong corporate finance team 
ft had built up in New York by 
the end of the LS80s was paltry 
in comparison with established 
Wall Street houses. 

“Several of our clients did 
deals in the US, and did them 


with US investment banks,” 
says Mr Nigel Melville, a direc¬ 
tor of Baring Brothers. 

The derision to take a stake 
in Dillon. Read was partly 
opportunistic: the US bank had 
been in the process of negotia¬ 
ting a buy-out from Travelers, 
tim insurance company, at the 
time. But it marks a big risk 
for a bank which had survived 
two centuries without tying up 
with any other house. 

The nature of the link marks 
a compromise. On.the one 
hand, the hsnics will remain 
largely separate. Both will con¬ 
tinue to be run independently 
and each will keep its own 
name. On the other hand , the 
two sides hope to benefit from . 
being able to make joint 
pitches to win business and 
from co-operation on transat¬ 
lantic deals. 

The giue-that is meant to 
hold this liaison together is a 
mixture of financial self-inter¬ 
est and, both sides hope, a 
close working relationship. A 
fee-sharing arrangement has. 
been negotiated which is ' 
meant to encourage the banks 
to refer deals to each-other, 
although no details have been 
made public. 

Getting people on each ride 
of the Atlantic to work 


together will not be easy. 
Ambition, an addiction to 
secrecy and-the fear of jeopar¬ 
dising a relationship with a cli¬ 
ent make corporate financiers 
loathe to share their best cli¬ 
ents, even with people working 
In the same bank. Sharing 
them with people across the 
Atlantic will take a big leap of 
faith. 

Barings counters by pointing 
to the productive relationship 
that exists between Lazard 
Brothers in London and Lazard 
Freres in New York, two banks 
which operate independently 
(it denies that it baa modelled 
its own a ll iance on the two 
Lazards). However, Barings 
admits that managing the rela¬ 
tionship presents a challenge. 
“The possibility of dropping a 
ball between two firms that are 
co-operating is - obviously 
greater than within a single 
firm,” says Mr Melville. 

In an attempt to avoid prob¬ 
lems of overlap, a single dlrec-. 
tor will be responsible for the 
relationship with each client 

Barings’ corporate finance 
office in the US has been 
dosed down (with two of the 13 
staff transferring to Dillon 
Read). One of the British' 
bank’s directors has moved In 
with Dillon Read to act as a 


link between the two sides. In 
London, the US bank has shut 
its corporate finance unit one 
of its m anaging directors (Mr 
Christopher Kemble) becoming 
a Barings director and the 
other (Mr Lorenzo Weissman) 
moving into the British bank’s 
offices. 

. Meanwhile, the two banks' 
securities arms continue to 
operate separately. That 
means, for example that Dillon 
Read salespeople in London 
continue to sell some European 
shares to their clients, in com¬ 
petition with Barings (though 
US equities comprise the bulk 
of the business). 

There are no plans to bring 
the securities sides closer, Bar¬ 
ings says. Publicly, no extra 
business has yet flowed from 
the corporate finance link. 
That partly reflects the time 
sprat so far bringing the two 
businesses closer, as well as 
tbe time lag In developing 
deals jointly. 

It is also partly the result of 
a sluggish takeover market 
Only when the transatlantic 
takeover market hots up will it 
become apparent whether the 
Barings/Dillon Read tie eras 
worth. the . gamble. 

Richard Waters 


Integrated investment bank 


Continued from Page One 
the dearth of bid work. 

For the large Integrated - 
houses the task, superficially, 
has been simpler. After ait the 
downturn in bid work has been, 
largely offset by the upturn to 
underwriting activity. But 
managing the turnrotmd has 
been no simple assignment. 

Morgan Stanley, one of tbe 
largest blue chip Wall Street 
houses, probably exemplifies 
the point better than any. To 
look at the bank’s bottom line, 
business has been bumpy but, 
under the circumstances, 
remarkably well-sustained. 
After-tax profits for 1987 (the 
year stock markets crashed 
worldwide) were $23Q9m. They 
then recovered to 5394.6m in 
1988; soared to S443m in 1969; 
dipped back to 5270.4m in 1990; 
and then hit 5475.8m last year. 

Overall, the investment 
banking division appeared to 
echo this pattern. Here, reve¬ 
nues topped the 5946m mark in 
1989; slumped to S652£m in 
1990; and recovered to 5823.5m 
in 199L But it is the split in the 
investment banking division’s 
figures which teU a much more 
meaningful story. 

In 1989, about $360m * less 
than half tbe the 5946m total - 
came from underwriting activi¬ 
ties, and the remainder from * 
financial advisory work. In 
1991, by contrast, two-thirds of 
the S823.5m figures derived 
from underwriting activities. 


the rest from advisory work- _ 

This switch in'business mix 
has meant a rearrangement of 
staffing, and in Morgan Stan¬ 
ley's case a fair number of top 
management changes. 

According to Mr Robert Mat-, 
schullat, head of investment 
banking, the bead count in his 
division has remained flat It 
totals about 668 worldwide, 
compared with about 680 five 
years ago. But Mr Matschullat 
acknowledges that there have 
been significant reductions in., 
certain areas, such as mergers 
and acquisitions. 

To an extent, expertise in 
mergers and acquisitions 
(M&A) can be switched, to 
restructuring work. Individu¬ 
als who advised on bids in the 
1980s the reasoning runs, know 
the same client companies who ' 
now wish to restructure their 
finances. Neverthless, only six . 
months ago, the bank 
announced the dismissal of 45 
investment bankers. 6 per cent 
of tbe total,' as it overhauled. 
staffing requirements. 

Meanwhile, responsibilities' 
among senior executives have 
been in a fairly fluid state. Mr 
Maschullat formally took up . 
the reins of the investment 
banking division at the begin-.. 
ning of 1992, succeeding Mr-. 
Joseph Fogg, a veteran Wall 
Street dealmaker who quit 
after foiling to secure a board 
seat In mid-June, the newly-in¬ 
stalled division head 


announced that Mr Bruce Fie- 
dorek, formerly head of M&A 
would take charge of a wider 
-“financing and strategic ser¬ 
vices" group. 

If the persistent management 
changes have, derived partly 
from; departures and the 
change In workload, limy also 
owe a good; deal to' Morgan 
Stanley’s determination to 
bofld up its international busi¬ 
ness. Globalisation-Is almost 
an article of faith at the bank 
~ the theory being that-if cor- 
.porations become.increasingly 
international in their : scope, 

.. their demand for investment 
banking services will follow a 
similar trend. Morgan Stanley 
draws about half of Its jiSbn 

- revenues from outside the US- 

- and Mr Richard Fisher, chair¬ 
man, has' suggested 1 that the 
proportion could increase to 
about two thirds. Extensive 
branch offices range from 
Milan to Toronto and addi¬ 
tions, in Europe and Asia, are 1 
Ukelyin the nearfutura. 1 . 

Morgan Stanley admits that 
the task of managing 1 a world-, 
wide personnel - in particu¬ 
lar, deciding how much-respon¬ 
sibility to devolve, outside the 
US ; r is not always; easy/ In " 
March, the bank'appeared - to. 
rethink-its approach, although, 
toe change Is described as 'evo- - 
latkraary rather T than revdlu- 
tionary. It set Up a new operat-. 
ing committee under, the 
charge of Mr John Mack, head. 


of its fixed income division, tc 
oversee day-to-day operationi 
and to handle co-ordination 
between divisions. As part ol 
jffie changes, it. shifted foui 
managing directors from New 
York to London and Tokyo-- 
effectively running the group’s 
worldwide government securi¬ 
ties business from the UK 
Finally, although underwrit¬ 
ing has been a mainstay of 
profits, and the bank's earn¬ 
ings record Is one of the most 
commendable on Wall Street, it 
should not be assumed that 
Everything has been plain sail¬ 
ing on the new Issue side. 
Although Morgan Stanley was 
third among-the- Wall Street 
houses in terms of underwrit¬ 
es earnings last year, it has 
been noted that the bank 
ranked only seventh for all 
common stock offerings and 
had a similar placing for Initial 
public offerings. In the first 
quarter of 1992, when a flood of 
new issues descended, Morgan 
Stanley also came in seventh 
J® terms of amounts raised 
from all domestic issues, down 
- *ri>m fifth place in the first 
quarter of 199L ' 

^ kr current trends, Mr 
Matshuilat, -like any banker 
seekin g buriness, is the eternal 
optimist. Given the amount of 
equity which, was retired dur- 
Ipg the lS8te he reasons that 
the stream of fesues will con- 
anu»i albeit with temporary 
fluctuations to allow for mar¬ 
ket digestion. . 

: NIkId TaH, 

New York 



